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One of the ends which 
large numbers of bus- 
iness men and bankers have been work- 
ing for years to reach, has at last been 
gained in the passage by the late Con- 
gress of “an act to establish a uniform 
system of bankruptcy throughout the 
United States.” The law was approved 
July 1, 1898 and the time of its taking 
effect is provided for in the concluding 
section, which reads as follows: 

‘*This act shall go into full force and 
effect upon its passage: Provided,how- 
ever, that no petition for voluntary 
bankruptcy shall be filed within one 
month of the passage thereof, and no 
petition for involuntary bankruptcy shall 
be filed within four months of the pas- 
sage thereof, 

“Proceedings commenced under state 
insolvency laws before the passage of 
this act shall not be affected by it.” 

If we assume that the passage of the 
national bankruptcy law at once sus- 
pends all state bankruptcy laws, which 
assumption is justified by the closing 
paragraph that proceedings commenced 
under state insolvency laws before its 
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passage are not affected, then there 
would seem to be a time-gap of one 
month in the case of voluntary bank- 
ruptcy (from July 1 to August 1) and of 
four months in the case of involuntary 
bankruptcy (July 1 to November 1) 
during which there’ would be neither 
state nor national authority for the ini- 
tiation of proceedings in insolvent and 
bankrupt cases. 

Upon the general merits of the present 
law—the fourth bankruptcy law which 
Congress has enacted since empowered 
by the Constitution to enact uniform 
bankrupt laws—we will quote the state- 
ment recently made public by Senator 
Hoar, Chairman of the Judiciary Com- 
mittee. 

He says: 

‘I have worked indefatigably for 
more than fifteen years for the passage 
of a bankruptcy bill which should re- 
lease the large number of unfortunate 
debtors in the country from the debts 
which cannot be discharged by the op- 
eration of state laws, and at the same 
time should afford a reasonable protec- 
tion to creditors against fraud and pref- 
erence of favored creditors, but the diffi- 
culties have been found almost insur-— 
mountable. We once succeeded in get- 
ting what was known as the Lowell bill 
through the Senate against the oppos- 
ition of the whole Judiciary Committee, 
but it was lost in the House for the lack 
of three votes, when a two-thirds vote 
of the House was necessary to get it up 
eut of order. In the Southern states 
and in the new states in the far West 
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there is a great prejudice against bank— 
ruptcy processes, partly because of the 
unwillingness of their people to submit 
to compulsory payment of debts, and 
partly because of a dislike to legal pro- 
ceedings in the United States courts 
which often require parties to travel vast 
distances from their homes and from the 
scene of the transaction investigated. 
‘‘In addition to that a few great com- 
mercial houses all over the country, 
have had arrangements by which their 
debtors, when embarrassed, always gave 
them the preference. One firm in 
Chicago is said to have out credits to 
the amount of $30,000,000 annually and 
never had to lose more than 3 or 4 per 
cent. of that whole indebtedness. Of 


course, preferences are made to neigh- 
bors and relatives of the debtor and are 
frequently made with the proceeds of 
goods with which dealers have been in- 
trusted by the manufacturers and mer- 


chants of New England. 

“‘The boards of trade and other busi- 
ness associations of the great commer- 
cial cities and of the manufacturing 
states have for many years urged upon 
Congress a bill known as the Torrey bill. 
This bill covered more than 120 pages 
and was a very carefully prepared 
mechanism, full of minute provisions for 
dealing with all conceivable cases of 
fraud and preference, But the objection 
io it was that it was too complicated, 
hard to be understood, and that its great 
list of crimes to be punished and of 
reasons for withholding a discharge 
made it seem as if a bankrupt were 
viewed by the law as a criminal, and as 
if a bankruptcy bill were little more 
than a chapter from a criminal code 
Then the planters and farmers of the 
South and West were very unwilling to 
be the subjects of bankruptcy against 
their will, and there was a great objec 
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tion to the idea of making the mere fail. 
ure to pay debts of itself a ground of 
bankruptcy. It was said that many ac- 
tive and enterprising men who were in 
difficulties, especially in new countries, 
could get along very well if they could 
have time, and they ought not to be 
stripped of their property and subjected 
to the odium of bankruptcy without a 
fair chance, 

“Some of these arguments had a good 
deal of force; some of them had not 
much force, and some of them were not 
applicable to the Torrey bill, especially 
as an alternative for leaving any indi- 
vidual creditor to bring a suit at his 
pleasure. But they had their effect on 
the members of the two houses of Con- 
gress, and would probably have been 
sufficient to defeat the Torrey bill for an 
indefinite period, and perhaps forever. 

‘‘The present bill is a compromise. It 
will undoubtedly be found that in get- 
ing it through we have been obliged to 
leave in it some crudities and imperfec- 
tions which must be remedied by subse- 
quent legislation, It is quite likely that 
the fees of clerks, referees and trustees 
will be found to betoolow. Oneof the 
great objections was that under the old 
law the estates were eaten up by costs, 
and that the creditors got little or 
nothing. So we have pared to the 
quick in that particular. Instead of the 
long list of crimes, there are only two 
for which a bankrupt is to be punished 
—one, wilfully making a false answer in 
the bankruptcy proceedings; the other, 
embezzlement of the property of the es- 
tate. Theterms of discharge, too, are 
exceedingly liberal; and it is provided 
that farmers and wage earners will not 
be the subjects of involuntary bank- 
ruptcy, which extends in general to 
merchants, manufacturers, printers and 
publishers, &c. There are some possible 
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cases of fraud which the law will not 
prevent, but the objection to a stricter 
one was so great that it was not thought 
best to risk the success of this bill which, 
as it is, has been saved as from fire, by 
standing out for a perfect rule to be ap- 
plied to cases which would not occur 
once in a thousand times. 

“The bill seems to me a great deal 
better than that known as the Torrey 
bill in two particulars: One, that the 
settlement cannot be delayed by appeals 
to the Supreme Court of the United 
States except in two cases—first, where 
a Federal question is involved, and 
second, where a decision of the Supreme 
Court is needed for uniformity of con- 
struction throughout the country, and 
next in the provision for a summary ap- 
plication to a Court of Appeals in an 
interlocutory way, to correct mistakes 
as the proceedings go on, instead of 
waiting until the final determination in 
the court below, and then keeping the 
whole estate tied up until after a fina] 
decision in the higher court. 

“The bill, with many imperfections, is 
submitted to the considerate judgment 
of the profession and the business men 
of the country. It will enable from 
150,000 to 200,000 bankrupts to get on 
their feet again. It will enable manu- 
facturers and merchants to get a fair 
division of their debtors’ property and 
will prevent a great deal of fraud, 
embezzlement and wasteful dealing with 
property.” 

The Banxinc Law JouRNAL expects 
to publish all the questions which from 
time to time will arise under this im- 
portant law for discussion and decision. 


We invite attention to the 
address delivered by W. 
P. Manley, President of the Security 
National Bank of Sioux City, Iowa, be- 


The functions 
of a bank. 
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fore the Sioux City Bureau of Credits, 
which we publish in full in this number, 
This address presents avery admirable 
statement of the true functions of a bank 
and of the relations which exist between 
bank and customer and is just the kind 
of educational information which it is 
beneficial to spread broadcast through- 
out the business world, 


Railway and Trans- 
portation Charges. 


The U.S. Department 
of Agriculture, Division 
of Statistics, has published a compre- 
hensive report on changes in the rates 
of charge for railway and other trans- 
portation services, prepared by Mr, H. 
T. Newcomb, chief of the section of 
freight rates in this Division. 

The report deals not only with the 
charges for the transportation of agri- 
cultural products to the principal mar- 
kets and seaports, but also with those 
for furniture, agricultural implements, 
dry goods, boots and shoes, and other 
commodities used by the farmer, from 
New York to Chicago, St. Louis, and 
other important distributing points in 
the Western States and on the Pacific 
coast. 

The report includes, in addition, 
tables containing certain information in 
regard to passenger rates. While this 
is of much less interest to the farmer 
than are the rates charged for the trans- 
portation of the products of his fields 
and of the commodities which he has to 
purchase, it constitutes no unimportant 
part of the transportation problem. 
The report as to passenger and freight 
rates, contains considerable information 
that is now published for the first time. 

The entire subject is treated histori- 
cally, the tables in the case of some of 
the older railroads extending over a 
period of fifty years, 
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The second session of the 
fifty fifth Congress has 
come to an end; and while the Currency 
bill reported as a substitute for the 
Monetary Commission bill, did not pro- 
gress through the House, the friends 
of the measure express themselves as 
satisfied with the progress made. The 
following statement addressed to busi- 
ness men, setting forth the results of 
the efforts of the Monetary Commission 
during the late session of Congress and 
the outlook for the future, has been pre- 
pared and issued by Chairman Hugh H. 
Hanna: 

‘The present status of undertaking to 
secure a comprehensive currency law is 
encouraging beyond what we expected. 
In truth, the remarkably prompt appre- 
ciation of the value of organized effort 
and the realization that the opportunity 
is at hand has resulted in very gratifying 
progress. 


Currency Legis- 
lation. 


‘The bill, as finally agreed upon, and 
reported to the House, has been gener- 
ally approved by almost every one sup-— 
porting the effort to accomplish compre- 


hensive monetary legislation. The bill 
includes all of the vital elements recom- 
mended by the Monetary Commission 
but the detail of method differs in some 
respects radically. On the whole, the 
bill reached by the committee isa great- 
er step in the right direction than the 
business men of the country had reason 
to expect would be secured at this early 
Stage in the progress of the work. 

**The passage of this bill will be the 
beginning of law for the best currency 
in the world. Of course, it is possible 
and probable there may be objections to 
the details of the bill, and the changes 
made, before approved by both houses of 
Congress, but the encouragement is so 
great that all business men, who recog- 
nize the extraordinary opportunity, are 
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warranted in absolute unity of effort 
henceforth to the final successful con- 
summation. 

**The avoidance of dissension in dis- 
cussion among the friends of this char- 
acter of legislation upon the question of 
consideration seemed desirable and it 
became a question of expediency. While 
appreciating the force and _ influence 
upon the next election that would surely 
have followed if an affirmative action 
could have been had during the session 
just closed, the committee is glad to re- 
port at this period that, everything con- 
sidered, the present status is probably 
more favorable to ultimate legislation 
than would have been the case had a 
number of leading Republicans in the 
House disapproved of the action sought 
during the session. 

‘*To measure the present condition it 
is only necessary to say that there is 
every reason to believe that the Presi- 
dent and all the leading administration 
Republican Senators and Congressmen 
and the 150 members of the House who 
signed the petition now stand united in 
support of the general principles of the 
committee’s bill. There is every reason 
to believe that Mr. Reed will be an 
earnest advocate of monetary legisla- 
tion. 

“There is every reason for the mem- 
bers of this organization to entertain 
positive hope and to arouse the most 
determined spirit and effort to continue 
the struggle so unremittingly and so 
successfully made to this stage of the 
work, It was well understood that the 
effort made for action in the lowe: souse 
during the session just closed was for 
the particular purpose of making a de- 
monstration of good faith on the part of 
the Republican branch of Congress, 

“This, it was believed, would inspire 
new hope and unite the business men of 
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the country in an effort to secure in the 
November election not only the con- 
tinuance of the control by the Republi- 
can and sound-money element of the 
lower house,but to overcome the major- 
ity in the Senate now held by the fiat- 
money people, and thus make sound- 
money legislation possible. No such 
legislation can be enacted until both 
branches of Congress are in control of 
the Republicans and the Sound—Money 
Democrats, 

‘Plans will be formulated in due time 
in order that the business men of the 
country may supplement the regular 
organization for work in the weak legis- 
lative and congressional districts,” 

We publish in this number a detailed 
review of the Monetary Commission 
bill by Seymour Dexter, President of 
the Second National Bank of Elmira, 
N. Y., who is one of its warmest sup- 
porters. 


The Evolution 
of Banking. 


The paper of Mr. George 
W. Burton on the ‘‘Evolu- 
tion of Banking” which we publish in 
this issue, will be read with interest by 
all bankers and students of banking his- 


tory. The business of banking has had 
a wonderful development from its remote 
beginning down to the present and Mr. 
Burton’s paper creates a thirst for more 
knowledge upon those speculative ques- 
tions concerning the precise time and 
place of the origin of modern banking 
practices. 


In commenting upon the 
injustice and bad policy 
of the action of the Kentucky legislature 
in increasing the rate of taxation of the 
banks from 3 of 1 per cent, as provided 
by the Hewitt act, to nearly 2% per 


cent.—a tax which is nearly prohibitive 


Bank Taxation 
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—National Bank Examiner James S, 
Escott of Louisville, says: 

‘*Thousands of stockholders in local 
(Louisville) banks will bear testimony to 
the fact that for a number of years,even 
under the very moderate rate of three- 
fourths of 1 per cent. tax, as provided 
under the Hewitt act, their returns have 
been irregular, inadequate and unsatis- 
factory, and they certainly can not feel 
encouraged in facing an increase of rate 
to nearly 2'2 per cent. No sane man 
will argue that a city can do without 
banks; they are the backbone of any 
community; they are barometers, and 
as they are successful, so may the pros- 
perity of the section in which they are 
located be measured, 

“Over go per cent. of the business of 
this country is done on borrowed cap- 
ital, and the banks furnish most of it, 
They encourage legitimate enterprises 
and facilitate the handling of business; 
they keep the machinery of factories in 
motion, when but for their assistance it 
would be silent and the employes idle; 
they tide the farmer over his unfortunate 
seasons, and they help him move his 
bounteous harvests. By their assistance 
railroads are built, and new country is 
developed and its resources made avail- 
able. Their vaults provide for the safe- 
keeping of the money of their depositors» 
and their system of transferring funds by 
check is of inestimable value to every 
business man. In return for these valu- 
able services, are they not entitled to 
live, and to return a reasonable profit 
to the stockholders?” 

Further, discussing the effect of this 
unreasonable tax on the Louisville banks 
if extorted to the last cent whichthe law 
permits, Mr. Escott thinks that some 
will go into liquidation; others will con. 
solidate, and there will be reductions of 
capital, and distributions of surplus 
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which means corresponding loss of 
strength and impaired usefulness. There 
is certainly need, in Kentucky, of an 
educational campaign to show the true 
relation of the banks to the community, 
and that instead of being rapacious 
monsters, gorged to excess with the 
money of the people, they are indispen- 
sably beneficial institutions whose pro- 
portion of earnings to capital invested, 
. risk incurred and services rendered, is 
very small. 


In view of the con- 
flict of authority as to 
whether the deposits in the savings 


Taxation of Savings 
Bank Deposits. 


banks are subject to taxation under the 
laws of New York, the state board of 
tax commissioners have recently taken 
steps to test the question, by bringing 
proceedings to compel the assessor of 
the City of Kingston, N. Y., to place on 
the tax rolls the names of depositors in 


savings banks. Formal application for 
a writ of mandamus was made to Mr. 
Justice Edwards, who denied the ap- 
plication pro forma, without consid- 
ering the merits, upon the authority 
of a Special Term decision in the Fifth 
Department, rendered last year. From 
Mr. Justice Edwards’ order, an appeal 
has been taken to the Appellate Division 
of the Third Department, and an early 
decision is expected. Prompt report of 
this decision will be made in the Journal 
in the interest of our savings bank 
readers, 

Ever since it became 
customary for one 
man to keep his money in the hands of 
another and order its payment by check 


Forgery of Signa- 
ture of Checkdrawer. 
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or bill, the attempts of forgers have 
been directed to deceiving the custodian 
of the money into mispaying it by mak- 
ing a forgery of the signature of the 
depositor to a purported order. From 
time to time, these attempts have been 
successful and such mistaken payments, 
not being chargeable to the depositors, 
the payors have sought through the 
courts to compel the one receiving the 
money on a forged instrument to repay 
it. But thecourts early took the ground 
that the drawee of a check or bill, being 
familiar with the signature of the drawer, 
was bound to know whether the pur- 
ported signature was genuine or not and 
could not be allowed to assert his mis- 
take as against an innocent holder of 
the forged paper. Hence in 1762 the 
general rule was first established and 
has been since maintained that when 
the drawee of a check or bill pays the 
same to a bona fide holder, such drawee 
cannot recover the money back upon 
discovering such check or bill to be a 
forgery. The drawee is presumed to 
know the signature of the drawer and is 
held bound by this knowledge as against 
an innocent party. 

The latest application of this rule is 
in the decision by the Supreme Court 
of Ohio which we publish in this num- 
ber, wherein the court refuses to modify 
the general rule in a case where the 
forged check is presented to the drawee 
by another bank in good standing on 
the theory that in such circumstances 
the paying bank might presume thatthe 
check was all right and would be justi-— 
fied in relaxing its scrutiny and vigilance 


concerning the genuineness of a check 
so presented. 


SPECIAL TAXES MUST 


As there seems to be a misapprehension as to the 
time of payment of special taxes required uncer the 
law of June 14, 1898, such as bankers, brokers, billiard 
and pool tables, bowling alleys, theatres and concert 
halls, pawnbrokers, manufacturers of cigars and deal- 
ers in leaf tobacco, it would be well toinform the pub-= 
lic that such taxes must be paid before the last day of 


BE PAID IN JULY. 


this month, ora penalty of so percent. of such taxe 
will be added to same. 
Respectfully Yours, 


FERDINAND EIDMAN, 
Collector Third District of New York, N. Y. 
NEW YORK, July 25. 





NATIONAL BANK SHARES. 


LIEN ON NATIONAL BANK SHARES BY ISSUING BANK. 


The decision of the New York Supreme 
Court, Appellate division, in the case of 
the Buffalo German Insurance Co. v. 
the Third National Bank of Buffalo, 
which we publish in full in this number, 
is one of much importance to the money- 
loaning world. It affects all who loan 
upon or deal in the shares of the 3,586 
national banks of the country, the total 
valuation of which, as indicated by the 
capital, surplus and undivided profits,as 
reported May sth last, is the enormous 
sum of $962.488,648.60. . The stock rep- 
resenting this immense capitalization is 
not only the subject of purchaseand sale 
amongst capitalists and investors but, 
having a known market value, its own- 
ers find it a very available security upon 
which to borrow money from banks, 
trust companies and insurance compan— 
ies. But the business of lending money 
upon national bank shares has always 
been regarded as subject to the restric- 
tion contained in the national bank act, 
that no association organized thereunder 
shall ‘‘make any loan or discount on the 
security of the shares of its own capital 
stock, nor be the purchaser or holder of 
any such shares, unless such security or 
purchase shall be necessary to prevent 
loss upon a debt previously contracted 
in good faith.” A national bank can 
loan money upon the shares of every 
other national bank in the country, but 
is expressly prohibited from loaning its 
funds upon the security of the shares is- 
sued by itself. 

In view of this statutory prohibition 
and certain decisions which have been 
rendered thereunder, it has come to be 
a financial dogma that it is an impossi- 
bility for a national bank to create or 


maintain a valid lien upon its own shares 
for loans to the shareholder; with the 
result on the one hand that purchasers 
of national bank shares, or institutions 
which lend money thereon, have seldom 
taken into account the possibility of the 
security being impaired by any claim of 
lien by the issuing bank for the indebt- 
edness of the shareholder, and, on the 
other hand, the officers of national banks 
have seldom conceived the possibility 
that the security of loans to their own 
shareholders might be augmented by 
steps looking towards the acquiring of 
a lien upon their shares of stock. 

The decision now rendered changes 
all this, and if sustained by the highest 
state tribunal and the Supreme Court of 
the United States will revolutionize the 
views now almost universally held in the 
financial world upon this subject. The 
decision in brief is this: Notwithstand. 
ing a national bank is expressly pro- 
hibited by statute from loaning money 
upon the security of its own shares and, 
by necessary inference, from acquiring, 
by contract with its shareholder, a lien 
upon such shares for an indebtedness 
thus created, the sole effect of this pro- 
hibition is te subject the bank to pro- 
ceedings by the government in case of 
its violation; the contract of Men is not 
invalidated by such prohibition but is 
enforceable against the shareholder or 
one acquiring the shares with notice of 
such lien, This decision is based upon 
the principle laid down by the federal 
courts that ‘‘where the provisions of the 
national bank act prohibit certain acts 
by the banks or their officers, without 
imposing any penalty or forfeiture ap- 
plicable to particular transactions which 
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have been executed, their validity can 
be questioned only by the United States 
and not by private parties.” A familiar 
illustration of the application of this 
principle is the transaction of loans bya 
national bank upon real estate security. 
This is an act prohibited by Congress, 
yet, in the case of such loans, the secur- 
ity taken is held valid and enforceable. 

In the case now decided the lien in- 
volved was created by by-law of the 
Third National Bank of Buffalo, and the 
certificates of shares of that Bank con- 
tained a notice of the lien with quota- 
tion of the by law. The owner of 450 
shares, one of the directors of the bank, 
while indebted to the bank for money 
loaned, borrowed $55,000 from the Buf- 
falo German Insurance Co., upon pledge 
of his 450 shares certificate. The in- 
surance company this large 
amount of money, absolutely ignoring 
the possibility of the bank’s having a 
lien which would impair the value of the 
security. But it so turned out, and in 
the successive courts in which the liti- 
gation has thus far been pursued, the 
bank’s lien has been held valid and su- 
perior to that of the insurance company. 

Let this decision become established 
as law by the higher tribunals and we 
will see a great change wrought in exist- 
ing methods of handling national bank 
collateral. Every national bank will 
naturally seek to strengthen its position 
as to security in case of indebtedness by 
its own shareholder and will either make 
loans to him upon direct physical pledge 
of the share certificate, or will establish 
liens for his indebtedness as security. 
In the latter event, as the law of incor- 
poration does not provide such a lien— 


NOTICE 


loaned 
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if it did, purchasers of stock would be 
bound to its terms without other notice 
—but on the contrary expressly prohib- 
its it, the banks will proceed to create 
such liens by the same method which the 
Third National Bank has apparently, so 
successfully adopted, i. e. by by-law 
and by reforming their certificates so as 
to contain notice thereof. This being 
effectual under the decisions of the 
courts, it will then become incumbent 
upon all the banks, trust companies, 
insurance companies and other lending 
institutions, whenever loans are made 
upon the security of national bank 
shares, to scrutinize, in each instance, 
the security taken, and if it contains 
notice of a contract of lien with the 
issuing bank, to inquire as to any exist- 
ing indebtedness upon the part of the 
shareholder, before advancing money 
upon the stock. Failing in this, the 
security will be subject to impairment to 
the extent which the issuing bank has 
loaned money to the shareholder before 
notice of the transfer. The bank’s lien, 
according to the decision rendered, is 
valid without actual, physical pledge of 
the shares. Although. these remain in 
the possession of the shareholder and 
are delivered over to a purchaser or 
lender, the fact that the shareholder is 
indebted to the bank for money loaned 
will be sufficient for the lien fo attach. 

In view of the financial magnitude of 
the subject matter of this decision, it 
will repay a careful reading by all officers 
and attorneys of financial institutions 
which, in any way, deal with the shares 
of national banks. It is none too early 
to take the far-reaching consequences of 
this decision into account. 


IN DEPOSITOR’S PASS-BOOK. 


Full text of decision of Judge Lan- & Door Company v, Metropolitan Bank 


caster, Fourth Judicial District Court, 
Minnesota, in case of Minneapolis Sash 


is at hand, and will appear in August 
number. 
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THE MISSOURI TRUST 


COMPANY DECISION, 


COMPANY DECISION. 


The voluminous opinion (delivered 
June 14, 1898) of the Supreme Court of 
Missouri in the State v. Mississippi 
Valley Trust Co. and others, is at hand, 
but is entirely too lengthy for reproduc- 
tion in full. The following summary will 
be sufficient to indicate its scope and 
purport. 

The Attorney-General of Missouri 
brought a guo proceeding 
against the four trust companies doing 
business in the city of St. Louis to oust 
them of their franchises because of the 
exercise of powers and privileges not 
conferred upon them by law. The 
alleged unauthorized and unlawful acts 
complained of were, receiving upon de- 
posit, subject to check and draft at 
sight,sums of money ranging in amounts 
from one dollar and upwards, 


warranto 


and 


through officers and agents, opening 
regular bank accounts, according to the 
custom and usages of regularly incor- 
porated banks in the state with whom- 
soever of the public that desired to doa 
banking business with them; and the 
buying and selling exchange on other 


banks and bankers in Missouri and 
other states; and otherwise by checks 
and drafts and other kinds of negotiable 


paper usually dealt in and handled by 
regularly incorporated banks in Mis- 
souri, carrying on through the channels 
of commercial business, a general and 
regular business as carried on by the 
banks incorporated under Missouri law. 

The evidence showed that the trust 
companies were engaged in the buying 
and selling exchange and receiving 
moneys on deposit, which is paid out on 
demand upon the check of the depos- 
itor, These facts were admitted by 
their respective answers and the evidence 
adduced only tended to sustain their 
admissions and to distinguish in a prac- 


tical way the manner of conducting the 
business of a purely banking institution 
from that of a trust company. The 
court stated the question for decision 
thus: 

‘The vital question in this case is as 
to whether trust companies may receive 
moneys by way of general deposit, 
thereby establishing the relation of debt- 
or and creditor between such companies 
and depositors.” 

An exhaustive review is made by the 
court of the general law authorizing the 
incorporation of trust companies, the 
court stating that if the trust companies 
have the power to receive money on 
general deposit and pay it out on check 
at sight or on demand, it must be found 
in the statute, for they possess only 
such express powers as are conferred 
upon them thereby, and such as are 
necessarily implied from the language 
used. The court said: 

‘*The only words in the statute which 
have any tendency whatever to sustain 
respondents’ position are those in the 
first clause of section 4, which authorize 
trust companies to receive moneys and 
‘to allow such interest thereon as may 
be agreed, not exceeding the legal rate’ 
and those in the 5th clause which au- 
thorize them ‘generally to have and ex- 
ercise such powers as are usually had 
and exercised by trust companies,’”’ 

Further expounding the law and stat- 
ing the extent of the powers of the trust 
companies thereunder, the court said: 

‘It is quite clear that no express 
power is conferred upon trust compan- 
ies by said section to receive moneys by 
way of general deposit, nor can any 
such power be implied from the lang- 
uage quoted from that section. 

‘*There is nothing in the words used 
that would justify theirextension by im- 
plication, in favor of respondents, be— 
yond the natural and obvious meaning 
of the words employed, and these do 
not support the right asserted, The 
fact that respondents are incorporated 
as trust companies seems to be incon- 
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sistent with the relation of debtor and 
creditor and in favor of the relation of 
trustee and cestui que trust. 

“It cannot be implied, from the fact 
that trust companies have the power to 
receive moneys and to allow such inter- 
est thereon as may be agreed, not ex- 
ceeding the legal rate, that they have 
the power to receive moneys on general 
deposit and pay it out on demand. 

‘“‘They can go no further than the 
statute expressly permits. The clause 
under consideration grants the right. to 
accept money and a//ow interest upon 
the same. This necessarily authorizes 
them to create the relation of debtor 
and creditor as to funds so deposited, 
but only to that extent. If they can 
receive money and agree to pay interest 
thereon, this money may be payable on 
demand, as well as at such times as may 
be fixed by agreement, and upon checks 
or written orders or otherwise, as may 
be most convenient. This is as far as 
they can go, They have no authority 
to operate a general deposit account 
and receive money in any sums whatever 
upon which no interest is ‘allowed’ and 
pay out such funds upon the depositors’ 
checks. It is enough to say that the 
legislature has not given such power. 

‘*‘Nor do we think any such power is 
granted from the fact that the statute 
provides that trust companies are ‘gen- 
erally to have and exercise such powers 
as are usually had and exercised by 
trust companies.’ The enumeration of 
the powers conferred upon trust com- 
panies by the statute must be held to 
exclude all others.” 

The trust companies contended that 
the various acts of the legislature passed 
since the adoption of the first trust com- 
pany law of 1885,have not only construed 
that law so as to include the right to 
take deposits payable at sight or on de- 
mand, but these subsequent acts in 
themselves amount to a grant of the 
right to receive such deposits, irrespec— 
tive of the terms of the original law upon 
the subject. The court answers this by 
holding that while a statute may be re- 
pealed by implication, it cannot be 
amended otherwise than as provided by 
section 34, Art.3 of the state constitution, 
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and the mere recognition of such powers 
did not have the effect to create them. 

The further contention is denied, that 
the state having recognized and affirmed 
the right of trust companies to receive 
deposits subject to check at sight or on 
demand, is now estopped from proceed- 
ing against these respondents for exer- 
cising that right. 

The opinion closes with the following 
Statement of the general conclusion 
reached: 

‘*The record shows that at the time of 
issuing the writ in this case respond- 
ents were,and have been ever since their 
organization under their respective 
charters, receiving money on general 
deposit payable upon demand, on check 
or sight draft, upon which no interest 
was allowed, by agreement or otherwise, 
and our conclusion is that in so doing, 
and to that extent, they exercised a 
franchise not conferred upon them by 
their charters. We do not think the 
State estopped. 

‘* By the ninth subdivision of Section 
2839, Revised Statutes 1889, trust com- 
panies are expressly authorized to buy 
and sell all kinds of government, state, 
municipal and other bonds,and all kinds 
of negotiable and non-negotiable paper, 
stocks, and other investment securities, 
Which, of course, includes bills of ex- 
change. 

‘‘There can be no question, we think, 
as to the right of the Attorney-General 
to prosecute this proceeding. Respon- 
dents seem to have been acting in good 
taith in the exercise of the franchise of 
receiving moneys on general deposit, 
upon which no interest was allowed, by 
agreement or otherwise, and although 
without authority and in excess of their 
powers, under their charters, we are 
not disposed to enter judgment of ouster 
from such franchises as are legally pos— 
sessed by them, but judgment of ouster 
from the exercise of the franchises not 
granted by them as herein indicated will 
be entered,” 

The sole practical effect of this de- 
cision, therefore, is to require the trust 
companies to pay interest on all their 
deposits. It does not prevent them 


from receiving deposits subject to check. 
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THE CUSTOMER AND THE BANK. 


An address before the Sioux City Bureau of Credits, May ro, 1898, by W. P. Manley, President of the Security 
National Bank, Sioux City, Iowa. 


I assume that this gathering has a full 
appreciation of the true functions of a 
bank, but this is not true of the com- 
munity as a wholé. The crudeness of 
some ideas is truly surprising. A bank 
though a private institution is also a 
public one, and if it fulfill its true pur- 
pose in a community, this fact should 
never be lost sight of. 

Primarily a bank is for the benefit of 
its stockholders. To that extent it is a 
business enterprise, and it is expected 
that it will produce an adequate return 
upon the capital invested. In its ca- 
pacity as a public servant it invites the 
deposit of surplus means of the com- 
munity and distributes it through legit- 
imate channels of trade and commerce, 
and there is no more potent factor in 
any community for itsup-building. The 
origin of banking is somewhat clouded 
in past centuries, but we are told that 
the goldsmiths of early times were used 
as a medium for the issuing of exchange, 
The first circulating notes were issued 
by them, and were called ‘“‘Goldsmiths’ 
notes.” Later they received deposits of 
funds not required for immediate use. 
I trust that the question of interest upon 
deposits at that time was not a disturb- 
ing factor in their business, that the 
obligation if predominating on either 
side was in favor of the banker, or the 
goldsmith, for the reason that he as- 
sumed the responsibility and care of the 
funds intrusted to him. Will the public 
learn that, even in this day and age, 
some obligation rests upon the part of 
the customer to the bank? It must not 
be assumed that if a man deposits a 
hundred dollars to-day, and checks it 


out to-morrow, that he is entitled to a 
line of credit fitting his wants, rather 
than his needs, and usually more than 
may be commensurate with his respon- 
sibility. This is an extreme case, but 
now and then is familiar to all in this 
line of business. 

To some minds a bank isa mysterious 
place where some unknown means are 
employed to produce a profit upon funds 
which may be left in its care. Banking 
is largely a question of arithmetic, and, 
I might add, of close arithmetic, in view 
of the conditions which have prevailed 
throughout the country in the last few 
years. It takes a finer pencil than the 
average banker possesses to figure out 
where he has made any money, I am 
glad to say in this respect that con- 
ditions have changed and we all have 
reasonable hope of a reasonable return 
for our efforts and invested capital, as 
there was never more encouragement in 
all lines of business or better promise of 
the future, 

There is no class in a community 
which patronizes a bank more freely 
than that of which you are the repre- 
sentatives, and I think I may say, none 
which more fully appreciates its services 
and facilities. Even the Populist, who 
sees in the banker the essence of all 
the illsthat flesh is heir to, thinks his 
own banker is not such a bad fellow 
after all. It’s the other fellow, the 
banker in the concrete, that he regards 
as a menace to the public welfare. Pos- 
sibly dollar wheat has enabled him to 
take a more charitable view of him; at 
least I trust so. 

There is still another class in the com- 
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munity, which looks upon the bank as 
a free and easy, genteel sort of business, 
which thrives and grows rich off of other 
people. I wish that all could realize 
that the interests of a bank and those of 
the community in which it is located are 
identical, that a bank only prospers 
when the individual members of a com- 
munity prosper, that it never profits, as 
is erroneously supposed, on the misfor— 
tunes of others. I have heard the re- 
mark that the hard times through which 
we have all passed have been a prolific 
field for banks and consequently their 
profits must be correspondingly large. 
I wish there could be a full appreciation 
of the burdens which banks have carried 
in the last few years, There is no class 
which has suffered more, which has 
heavier responsibilities and which with 
few exceptions, has discharged them 
more faithfully. 

In the early history of western settle- 
ment the pioneer was the forerunner of 
civilization. It may now be said that 
the railroad has superseded him, the 
settler and the bank closely following. 
Certain it is that in all new communities 
the bank is the chief factor as I have 
already stated, in building them up and 
furnishing a medium whereby the raw 
materials of anew country are converted 
into finished product. I mean by this 
that it has stood between the farmer and 
his next crop and as communities have 
grown it has helped the manufacturer 
and the merchant, and the wonderful 
development of this western country to- 
day, stands as the result of banking 
facilities freely extended and freely 
employed. 

I believe that the functions of a bank 
aie more fully understood now than ever 
before The easy money of a few years 
since led to a multiplication of banks 
and consequently to undue and ruinous 
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competition. The dealer expected to 
go to his bank and be granted a line of 
credit which was his as long as he 
wanted it—it never occurred to him to 
consult the bank’s convenience and needs 
so long as he had use for the money, 
He came to regard his line as part of 
his fixed capital and expanded his bus- 
iness accordingly. The day of reckon- 
ing came and when the bank needed to 
realize upon its receivables in order to 
pay its depositors, the chronic borrower 
was found wanting,—wanting in ability 
to pay, and usually wanting more. 
Events proved that this course was in- 
judicious, equally harmful to the bor- 
rower as well as to the lender, for he 
had extended his business upon unsafe 
lines,and both suffered as a consequence, 
I am glad to state that old theories of 
this kind have passed away and banks 
are not willing to become partners in 
any line of business. They are willing 
to grant all needful accommodation to 
solvent customers, but, those customers 
must understand that banks reserve the 
option to call a loan when it matures if 
they desire and consequently, their bus- 
iness is conducted upon safer lines, 
credits are not so extended, and losses 
fewer. 

The banker’s note case is filled with 
paper that is available in time of need 
and it follows naturally that the business 
of the country is healthier and stronger 
in every way. I think it can be truth- 
fully said that Sioux City is an example 
of these improved methods of business 
and that as a result its condition was 
never so healthful. The obligations of 
the customer and banker are mutual. 
The one should never ask more than he 
should receive, and the other should 
never grant more than he knows his 
customer should borrow. If either over- 
step the limit, trouble if not disaster may 
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follow. The banker must be able to 
judge his customer’s needs and if he is 
in touch with him, as he ought to be,he 
knows what it is safe for him to borrow 
as well as the customer himself. I as- 
sume that there is mutual confidence one 
in the other and where this is the case 
there ought to be no difficulty in reaching 
a common ground of understanding. It 
is sometimes said that if a customer is 
solvent that is all that should concern 
the banker. This is a common fallacy 
for the uses which a customer makes of 
his borrowings may be a determining 
factor in his continued solvency. 
Business is reduced nearly to a math- 
ematical science and experience has 
shown what are the requisites of success, 
how much money a customer may bor- 
row, how he may use it and succeed,and 
that if he embark in certain ventures 
loss and ruin will inevitably follow. Let 
me, therefore, impress upon you the ne- 
cessity of taking your banker into your 
confidence at once. Let him know all 
there is to know about your business 
and your resources, and when you reach 
a mutual understanding both are on a 
safer basis. Charles Lamb says the 
human species, according to the best 
theory he can form of it, is com-— 
posed of two distinct races, those who 
borrow and those who lend, and 
after giving his statement due con- 


sideration I believe he is eminently cor- 


rect. A community, or nation, for that 
matter, is a sort of co operative organ- 
ization where all are dependent upon 
the other in some form or another and 
when you hear your neighbor say he is 
independent and does not care for any. 
body or anything, be charitable, for he 
cannot be in his right mind. 

‘*He that lendeth to all that will bor- 
row, sheweth great good will, but lyttle 
witte,” is an old saying. 
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We come to credit as one of the cor- 
ner-stones of our modern civilization, 
Statistics prove this when it is remem- 
bered that barely five per cent. of al? 
the transactions of the business world is 
represented in actual transfer of that 
medium of exchange which is called 
money. It does not always follow that 
credit means the making of a loan at 
the bank or the purchase of a bill of 
goods on time. If you buy a postal 
order you are using the credit of the 
government when you should be using 
the credit of a bank, Credit is the 
product of civilization, in these latter 
days reduced almost toa science. The 
aborigines did business strictly upon a 
cash basis, or for barter, its equivalent. 
Credit had not been evolved and the 
further you go into the past the nearer 
a cash basis you find, 

Mr. Burdette gives a timely warning 
to all those who pay cash. He says that 
when the merchant had his name on his 
books for a goodly sum, in the whole 
community he was the most interested 
in his welfare; his going was watched 
with great solicitude and his coming 
anxiously looked for. He came to think 
himself an important man but, by some 
process of evolution, he reached a cash 
basis. From that time on he simply 
counted one, and the good merchant 
who formerly was solicitous for his well- 
being, transferred his anxiety to other 
customers who did not pay cash. 

Debt and credit, while apparently op- 
posing terms, are quite synonymous, as 
the one always indicates the presence 
of the other. It was Fox, who was 
heavily in debt, and whose financial 
maxim was that a man need never want 
money if he was willing to pay enough 
for it. Another has said, ‘‘There is 
nothing divine in lending or crediting 
others. To owe is the true heroic vir- 
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” 


tue.”” Lamartine, always in debt, re- 
ferred to arithmetic as ‘“‘that negative 
of every noble thought.” But this is 
not the kind of debt weare considering; 
instead, that created against business 
assets. 

‘Whom shall I trust?” is a question 
which perhaps has perplexed bankers 
more than any one. Is the applicant 
for credit engaged in business? What 
is his experience? Is he honest? Has 


he ability? Of what do his assets con— 
sist? Are they quick and easily convert- 
ible? Does he grant credits indiscrimi- 
nately or with discernment? Does he 
borrow to discount bills or for the pur- 
pose of increasing his fixed capital? 
Does he carry a balance at the bank? 

Does he ever look at that balance from 
the standpoint of a banker and analyze 
it? Does it ever occur tohim that while 
his pass book may show one, two or 
five thousand to his credit, that his 
actual balance may be nothing or less 
than nothing, when he takes into con- 
sideration the checks on South Dakota, 
North Dakota, Minnesota, Iowa and 
Nebraska, that he has deposited as cash 
and perhaps has drawn against three 
days to a week before they can possibly 
be converted into current funds? Ifthe 
customer is honest and has the ability 
and experience to successfully conduct 
his business, if his assets are readily con- 
vertible, if he use due diligence in grant- 
ing credits, if he borrow to discount his 
bills, and if he carry a fair average bal- 
ance, he is most welcome to the banker. 

If he is a chronic borrower to pay bills 
matured, if he wants the bank to loan 
him capital, if he is a little lax in grant- 
ing credit to his customers, then, even 
if his assets are reasonably quick, and 
although honest and with ability, he is 
not a desirable customer, and the bank 
is better withouthim, I might also add 
that he were better out of business if he 
cannot conduct it upon different prin- 
ciples. 

have heard of some banks which 
never extend credit without first ascer- 
taining who is the applicant's legal ad- 
viser. This may be going to the extreme, 
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but, after all, how important to have 
sound and conscientious advice upon 
the many legal questions that continu- 
ally present themselves. The bank will 
be safer, and your business as well, if 
you select for your counsel a man who, 
in addition to his ability, is conscien- 
tious, and who will advise you from your 
point of view and for your best interests, 
and not for any temporary profit he 
may make out of your clientage. I 


give all credit to the large majority of 
the legal profession who belong to this 
class, 

Another element to consider is wheth- 
er the applicant is engaged in more than 
one line of business. If he is spread 
out, so to speak, he should expect ad- 
vances only on satisfactory collateral 
security. Again, what are the borrow- 
er’s habits when he has closed his door? 
Is he of such a disposition that his 
profits may go at the gaming table orin 
other ways no better? In these days of 
competition and improved methods no 
man can succeed without a clear head 
and a good digestion. There is no line 
of business which is not subject to com- 
petition, often too fierce, and while it 
has been said that competition is the 
life of trade, we have all seen its per- 
nicious results. It may be the life of 
trade within a certain Jimit but itisdeath 
after that limit has been passed. There 
is hardly a western community which 
has not seen the evils of banking com- 
petition and too many failures as the 
logical result. 

I am aware that this may be called a 
meeting of credit men, members may I 
say of the new profession. Your or- 
ganization in local, state and national 
societies augurs well for the future of 
the business interests of the country. I 
know of no class of men which can be so 
instrumental in shaping rightly business 
methods, or who can accomplish more 
in placing upon the right basis all lines 
of mercantile business, and it must nec- 
essarily follow that when the mercantile 
community is upon a safe basis, banks 
are equal partakers of their prosper- 


ity. 
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THE EVOLUTION OF BANKING. 


Address delivered before the Minnesota Bankers’ Association at St. Paul, June 29, 1898, by George W. Burton. 


It affords me genuine pleasure to greet 
the bankers of Minnesota upon this oc- 
casion. Some of you I claim as person- 
al friends; with nearly all of you I have 
what may be called a chirographic ac- 
quaintance, and it requires no great ef- 
fort of the imagination to fancy myself 
a duly accredited delegate to this con- 
vention, But for the shifting sand which 
determines the channel of the Mississippi 


river, the second city of Wisconsin 


might to-day be standing upon the soil 
of Minnesota; such is said to have been 
the expectation of early settlers, and in 
strict confidence I am willing to confess 
to you an occasional regret that nature 
At any rate I feel 
at home among you barring a slight mis- 


ordered otherwise. 


giving as to the contract I have under- 
taken. Whenever it befalls me to at- 
tempt a formal address to my fellow 
beings, Iam confronted by the gaunt 
spectre of that ancient Scotch beadle 
who is said to have astounded the new 
minister with this criticism of his first 
appearance in the pulpit: ‘‘Well, sir, I 
didna like yer sermon for three rizzons: 
First, ye read it; second, ye didna read 
it weel; and third, it wasna worth 
readin.”” Should there be gentlemen of 
the Scotch persuasion in this audience, 
I crave their indulgence. 

The evolution of banking is a broad 
subject—broad enough to cover a mul- 
titude of sins and wanderings, but too 
broad, let us hope, to admit of exhaust- 
ive discussion at this time, and by that I 
mean, discussion which exhausts the 
subject, the speaker and the audience. 
It reaches back to Abraham, for history 
records that silver passed current in his 


time by weight—an honest 
doubtless, 


weight, 
It suggests, also, the ‘‘De- 
scent of Man,” for silver certainly passes 
to-day by anything but an honest 
weight, It provokes a natural curiosity 
as to the first man who ever undertook 
to take care of his neighbor’s money— 
with the neighbor's consent, Banking 
is generally held to be an ancient and 
honorable calling, and one might easily 
assume that it was founded by some 
great and good man, whose name is 
venerated and whose memory is pre- 
served as a benefactor of the human 
race. Who was he? History is full of 
men who, like the Scotch Presbyterian, 
kept the Sabbath and everything else 
they could lay their hands on, but surely 
our great progenitor is not among these, 
for while he kept his neighbor's money, 
we must assume that he agreed at least, 
to return it when called for. So far as 
I am informed, the first banker is en- 
shrouded in the mists of time and dis. 
tance. Whatever he may have done for 
humanity was not sufficiently striking 
to preserve his name. Having in mind 
the experience of Mr, Darwin in his 
search for pedigree, we may perhaps re- 
gard this as a fortunate circumstance. 
It is our privilege, if we choose, te man- 
ufacture the father of banking and it 
will be our fault if he prove to be an 
ape. Doubtless we must locate him 
somewhere in the patriarchal age, with 
an abundance of flocks and herds and 
a great retinue about him—in short, a 
man of wealth. Probably, also, he has 
more wives than we should think it pru- 
dent in these days fora banker to un- 
dertake to love, honor and obey. Pos- 





390 THE BANKING 


sibly he had few enlightened ideas as to 
life, liberty, and the pursuit of happi- 
ness, but one thing we believe of him, he 
was honest, and was so regarded. It 
helps a banker little, by the way, to be 
honest in such a devious fashion that the 
public questions the fact; it avails him 
less to be considered honest, unless he 
isso. The first banker was genuinely 
honest, and that was all he needed to 


be. It requires neither energy nor abil- 


ity to receive a bag of silver, keep it 
safely and return the full weight; and 
that, in brief, was primeval banking. 
There were no directors to sit in judg- 


ment, no stockholders to wonder why; 
the bank carried 100 per cent reserve, 
and while the business was neither in- 
teresting nor profitable, it was safe. But 
safety, while desirable, is not the best 
nor the only thing in banking, What of 
profits? In order to appreciate the po- 
sition of the patriarchal banker on this 
point, it will be necessary torefer to the 
Old Testament law with reference to 
the lending of money. While I would 
not for a moment appear to insinuate 
that the bankers of Minnesota are not 
entirely familiar with the Scripture, as 
applied to banking, I will beg leave to 
quote a few passages “‘lest we forget.” 

Here is the law as laid down by 
Moses: 

“If thy brother be waxen poor, thou 
shalt not give him thy money upon 
usury, nor lend him thy victuals for in- 
crease.” “Thou shalt not lend upon 
usury to thy brother; usury of money 
or of anything that is lent upon usury.” 

David says:—‘‘Lord, who shall abide 
in thy tabernacle? Who shall dwell in 
thy holy hill? He that walketh upright- 
ly; he that putteth not out his money to 
usury.” 

Here is a hard p.oposition for the pa- 
triarchal banker. It appears to be a 
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natural instinct of mankind to depost 
money with those supposed to be especi- 
ally equipped to care for it, and it cer- 
tainly is a human instinct to make a 
profit whenever possible; and yet the 
banking business, a natural outgrowth 
of these instincts, is confronted at the 
start with the absolute condemnation of 
the Mosaic law. Forcenturies this pro 
hibition was binding, and those who 
evaded it were considered law breakers. 
Even down to the time of Shakespeare, 
the lending of money upon interest was 
regarded as a disreputable business. He 
pictures Shylock as the typical money 
loaner, and it is only in comparatively 
that the taking of interest 
has entirely outgrown the early curse 
laid upon it. 


recent years 


With an amusing ingenu- 
ity we have stripped the word usury of 
its original meaning and outlawed it, 
thus squaring ourselves with Scripture. 
The fact remains that in order to make 
it a decent practice in England, the 
taking of interest had to be legalized by 
Act of Parliament, and this was done in 
1546, although the Act was repealed six 
years later, but at last permanently re- 
enacted in 1571. The sixteenth century, 
therefore, marks the dawning respecta- 
bility of the banking business. 

It has sometimes occurred to me 
wonder what manner of man it was who 
first conceived the idea of loaning, not 
only his own money, but also that of his 
neighbor left with him for safekeeping. 

When this individual is located, we 
shall discover the originator of all our 
troubles. I am inclined to believe that 
he was a Lombard Jew—one of those 
long—beards who set up the bench or 
éanca in the market places of Italy, and 
created the word bank. Iam confirmed 
in this belief by reason of the fact, duly 
recorded in history, that when one of 
these Lombard’s failed, the populace 


to 
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straightway rose up and broke his bench 
in pieces, thus coining the word bank- 
rupt. This action of the populace 
clearly indicates the result of first at- 
tempts at fixing a proper reserve. We 
may well believe that the individual who 
first undertook to loan a portion of his 
deposits, did so with fear and tremb- 
ling. He dreaded to be caught in the 
act. Beyond a doubt, the deposits of 
the early banker were special. The de- 
positor expected to receive on demand 
the identical money which he had de- 
posited. He would have been shocked 
at the idea that the banker might loan 
his money and pay him back with his 
neighbor’s. Evento this day we find 
occasional! survival of this old notion; 
but through the law of custom and the 
lapse of time the special deposit has be 
come general and it is now well estab- 
lished that deposits are the property of 
the banker and payable in their equiva— 
lent. The use of credit instruments is 
largely responsible for this change. 

In the evolution of banking, therefore, 
we observe three interesting processes: 
First, the gradual overcoming of the 
Scriptural condemnation of usury, by 
reason of which the loaning of money 
was at first barely tolerated, then be- 
came a respectable and finally an hon- 
orable business; second, the gradual 
conversion of the special into the gen- 
eral deposit, making it perfectly legiti- 
mate forthe banker to loan such portion 
of his deposits as experience may de- 
termine to be safe; third, and most im- 
portant, the invention of the bill of 
exchange and the use of credit instru- 
ments. As long as banking was con- 
fined to dealing in money only, it was a 
despised and struggling business. When 
the credit feature appeared, as exempli- 
fied in checks and drafts, banking be- 
came a science. Curiously enough, the 
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invention of the bill of exchange, or at 
least its practical application in Eng- 
land, seems to have been occasioned by 
the confiscation, on the part of Charles 
I, of two hundred thousand pounds of 
the people's money stored in the Tower 
of London for safekeeping, It became 
necessary to use a representative which 
the greed of Kings could not appropriate 
—hence the bill of exchange. The people 
sought out the goldsmiths as deposit- 
aries of their money, and very soon the 
latter were doing a thriving business. 
We find them supplying the needs of 
Cromwell on highly satisfactory terms 
and that style of banking, which is de- 
fined as borrowing money to loan at 
higher rates, became firmly established 
in England. Within fifty years the 
Bank of England was chartered, and for 
three centuries that great institution has 
grown and prospered with the growth 
and prosperity of the English people. 

It is not my purpose to trace the de- 
velopment of American banking. The 
field is too broad for the limits of this 
paper. America has passed through all 
the experiences of older nations, being 
usually unwilling to profit by the teach- 
ings of history, and has developed some 
features that the old world never 
dreamed of. To cover it all would re- 
quire a volume, and I shall therefore, 
confine myself toa few practical remarks 
upon the situation that confronts the 
banker of to-day. 

Mark Twain says: ‘‘To be good is 
noble, but to show others how to be 
good is nobler-—and no trouble”, There 
is wisdom as well as humor in this say- 
ing. It is easy enough to preach, but 
to be, and continue to be, a successful 
banker, is immensely difficult. A mod- 
ern bank may be well defined as a man- 
ufactory of credit. Instead of dealing 
exclusively in money, as in the early 
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days, the banker has become an almost 
exclusive dealer in credit. Ninety-five 
per cent. of the business of this country 
is transacted with credit instruments and 
with the other five percent. in cash. The 
banker is expected to maintain the equi- 
librium of this mighty fabric. Mean- 
while the poor remnant of Bryanism, 
intrenched in Congress, neglects no op: 
portunity to weaken and unsettle the 
foundation upon whichitrests, Let us 
rejoice that so little impression is made 
at present, even though we mourn the 
degeneracy which a senator implies in 
saying recently “The vagaries of the 
United States Senate no longer interest 
nor alarm the people.” The populistic 
element, determined and perhaps dis— 
honest, apparently incapable of forget- 
ting error or learning truth, must be 
reckoned with, however, for their pur- 
poses loom darkly threatening on the 
horizon, It is well to remember that a 
recurrence of the conditions that pre- 
vailed in ‘93 may produce the same 
results at any time. The root of the 
evil has not been reached, and it is al- 
together probable that nothing but an 
abnormally favorable trade balance and 
a contraction of credit resulting from 
years of depression has saved us from a 
panic in the spring of '98. These views 
may seem pessimistic, but that they are 
credible enough to influence thoughtful 
men is sufficiently clear. Previous to ’93 
nearly every prosperous business man 
aspired to be a bank director. The po- 
sition was considered a most desirable 
sinecure and few men of substance felt 
quite satisfied unless they were able to 
crown their careers with such honorable 
distinction, Most men are now willing 
to forego the honor in order to escape 
the responsibility. The multiplying of 
new banks, in order to create new offi 
cers and directors,is no longer in vogue. 
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Men hesitate to’ associate themselves 
with enterprises of this character—and 
wisely. Excessive competition has been 
found to be disastrous, and the tendency 
is toward quality of banks rather than 
quantity. It is recognized that the 
public is better served by one strong 
bank than a dozen weak ones. This is 
a long step in the right direction. There 
should be no more banks in any com- 
munity than can develop an earning 
power, far in excess of the requirements 
of a reasonable dividend, Losses are 
inevitable. They may be relied upon 
to maintain a certain average and in 
forecasting the future of any bank this 
item should be included with expenses 
and taxes. In the long run it is equally 
sure. Of course, it is difficult to esti- 
mate what losses are likely to amount to 
in any given case. Experience only can 
determine accurately, and statistics of 
this character are seldom published. 
Two instances, however, have come un- 
der my observation, and I give them for 
what they are worth. The first is a 
bank that went into voluntary liquidation 
in 1896, after a successful career. For 
a period of ten years prior to that date 
the losses showed a percentage of 1 2-10 
per cent. per annum upon the average 
discounts. The second is a firm of bro 
kers in Chicago, who published a state- 
ment not long since to the effect that they 
had handled in seven years, from 1890 
to 1897, $18,000,000 of commercial pa- 
per and that the loss amounted to 114 
percent. If reliable statistics upon this 
point could be obtained, it would be 
most interesting and instructive. In the 
absence of better information, I believe 
it is safe for a newly organized commer- 
cial bank to figure on an average annual 
loss of at least 144 per cent. of its dis- 
counts during the period of its exist- 
ence. Roughly speaking, a bank should 
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not be expected to divide over two- 
thirds of its net earnings; the balance 
will probably be required to keep its as- 
sets clean and alive. Every item among 
the invested resources of a bank should 
be income-bearing. Whatever fails to 
answer this description may properly 
be written off. Inno other way can a 
bank preserve its earning capacity and 
prove a permanent source of satisfaction 
to stockholders, 

After all, earning capacity is the chief 
strength of a bank and its best recom- 
mendation to the public. 

Assuming the foregoing opinions to 
be approximately correct, it is clear 
that the banking business is not one to 
be lightly entered upon. 
sense will connect himself with any 
banking enterprise that has not ample 
capital and a strong and substantial 


No man of 


body of stockholders, good for their 
double liability and controlling business 


enough to ensure success. Upon such 
a foundation it is safe to build. Itisa 
public calamity when the laws of state 
or nation countenance anything else or 
the officers administering the law permit 
it. A weak bank 1s a constant menace 


to the community. Well organized 


GEORGE WILLIAM BURTON, cashier of the National 
Bank of La Crosse, Wisconsin, was born February 2a, 
1858, in Manchester, Vt., of good New England stock 
going back to the Pilgrim fathers. He received his 
early education at the Burr & Burton Seminary, in his 
native town, and graduated at Yale College in 1878 
with honors. He came to La Crosse in 1879, entering 
the LaCrosse National Bank as teller; was made as- 
sistant cashier in 1880, and in 1892, cashier; since that 
time he has been manager of the bank. In 1896 the char- 
ter of the bank expired, and the National Bank of La 
C:osse was organized to succeed with capital of $250,- 
ooo and paid up surplus of $50,000. The bank has been 
very successful, starting with clean assets and making 
ita fixed policy to keepthem so. It pays 5 per cent. 
dividends semi-annually. Mr. Burton is a member of 
Wisconsin Society of the Sons ofthe American Revo- 
lution, was President of the Wisconsin Bankers’ As- 
sociation for 1895-6, and is regarded as one of the 
leading bankers of the State, which opinion is justified 
by his record of uniform success, 
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banks may, and sometimes do, become 
weak through mismanagement,and that 
is bad enough, but to deliberately launch 
a weak institution is very nearly criminal, 
If I were asked to name the one most 
important and essential feature of a 
bank, I should say, strength; and why? 
There is no business in the world so 
interwoven and interdependent as bank- 
ing. Public confidence is as the breath 
of life in its nostrils; and the public, 
with a strange perversity, makes few 
distinctions and uses little discrimina- 
tion. A bank is a bank. The tiled 
floors, the well equipped offices, the 
massive vaults, all look alike. When 
the sky is clear and everyone is good, 
the average man drifts into the bank 
most convenient to his place of business, 
When the storm comes and the weak go 
down, he loses faith in all alike, It 
seems almost true that, so far as public 
confidence is concerned, the banks of 
any community are no stronger in times 
of pressure and panic, than the weakest 
bank among them. A chain is no 
stronger than its weakest link. How 
important then that there should be no 
weak links; for the banks of America, 
whether they will or no, are bound to- 
gether by ties of common interest that 
cannot be broken, Inevery community 
these ties should be developed, and no 
bank so weak that it cannot contribute 
to the common strength and support, 
has any excuse for existence. I believe 
these principles are beginning to be 
recognized, The liquidation and con- 
solidation going on throughout the coun- 
try justify the hope, that out of sore 
trials and great tribulations the banking 
fraternity will soon emerge strengthened 
and purified. 

The evolution of banking, from the 
money changing bench to the modern 
manufactory of credit, is a wonderful 
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process, but not more wonderful,I fancy, 
than the growth which another century 
may develop. The possibilities of a per- 
fected credit are beyond all prophecy, 
and it is along this line that future prog- 
ress will advance. The paralyzing dis- 
trust of ’93 is so plainly a public enemy 
that no effort should be spared to over- 
come it. This problem may well engage 
our serious thought. Such a calamity 
as the panic of ’93 ought to be rendered 
impossible in the future. Isittoo much 
to hope that this result may be accom- 
plished? There is but one way todo it; 
and I am optimist enough to believe 
that the greatest banking achievement 
of the twentieth century will be the 
absolute protection of the depositor 
from loss through bank failures. This 
sounds like a visionary proposition; and 
yet it will bear examination. Pardon 
mea few statistics. Reference to the 
report of the comptroller of the currency 


for 1897 discloses the fact that during 
the period of thirty-three years, from 
1865 to 1897, 368 national banks failed. 
The claims proved against these banks 


amounted toO $122,000,000.00. The 
dividends paid were $76,000,000.00. 
The net loss to depositors, therefore, was 
$46,000,000.00, or an annual average of 
nearly $1,400,000,00, During this per- 
iod of thirty-three years the total depos- 
its of the national banks reached an 
annual average of nearly fourteen hun- 
dred millions of dollars, showing the 
percentage of loss to have been about 
I-10 of one per cent. A tax upon de- 
posits then equal to the ordinary ex- 
change rate, and used for that purpose, 
would have made a national bank de- 
posit as safe as a national bank note 
during this period. Viewed in this 
light the undertaking does not appear 
so impossible. The distributed cost 
would be trifling; the beneficial effects 
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beyond all calculation. Who shall say 
that this great reform is not among the 
probabilities of the future? In my judg- 
ment, the people are entitled to such 
protection; the highest welfare of banks 
and business interests demands it; the 
ultimate perfection of credit is impos 
sible without it. When mutual interests 
thus move hand in hand toward 
purpose, it must sooner or later be ac- 
complished, For the banking world 
this reform is the great hope in the dis- 
tance, and when it comes, distrust and 
panics will be no more, and the golden 
age of banking, the thousand years, wil! 
be ushered in. 

In this dream of the future, however, 
let us not forget the present. The old 
maxim is a good one-—do the thing that 
lies nearest your hand. To men of our 
profession, that thing is to carry through 
to victory the great issue of the campaign 
of 96. The fight was not ended then, 
as we thought. 


any 


Sound money is still 
the watchword, and it must not be for- 
gotten or neglected. Upon the gold 
standard of value rests the mighty fabric 
of American credit. When the base is 
assailed,the whole superstructure shrinks 
and trembles. What progress or pros- 
perity can we expect as long as there is 
the slightest doubt as to what the stand- 
ard of the United States is, and is to be. 
Let us then, as patriotic citizens, keep 
this great issue alive and burning until 
it is settled, and settled right. The 
whole future waits upon the completion 
of this task. What more fitting time to 
push it to conclusion than in the light 
of dawning prosperity; when God's 
great purposes for this nation are un- 
folding; when our soldiers go forth to 
battle in the name of humanity and civ- 
ilization, and even the dullest heart res- 
ponds to the grand sentiment of the 
National Battle Hymn :— 
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In the beauty of the lilies Christ was born across 
the sea, 

“With aglory in His bosom that transfigures you 
and me; 

“As He died to make men holy, let us die to make 
men free, 


“While God is marching on.”’ 


The great Republic is the hope of the 
world. It remains for such as we are to 


lay broad, deep and sure the foundation 
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of its financial power, upon which may 
rest strong and unshaken the mighty 
structure of American commerce and 
from which may spring the growing 
prosperity of all that broad domain 
which rests under the benediction of the 
Stars and Stripes, from the Atlantic to 
the Pacific, from Alaska to the islands 
of the sea. 


THE PROSPEROUS CONDITION OF KANSAS BANKS. 


An indication of the prosperous condition of 
the banks of the state is contained in a letter to 
Bank Commissioner Breidenthal which was 
recently. The letter was from the 
cashier of one of the banks of the Fifth district. 
Among other things it said: 


received 


‘Our cash and sight exchange is now $49,000 
and I do not see that be much im- 
provement in the call for money soon and there- 


fore ask what your department would say if we 


there will 


invest $10,000 in government bonds.’ 

This letter is only one of many in similar 
strain received by the bank commissioner. In 
fact Mr. Breidenthal is swamped with inquiries 
as to whether or not the department will coun- 
tenance the investment of surplus cash in gov- 
ernment bonds. The question is answered in 
that section of the new banking law which says: 

The total investments of any bank doing 
business under this act, other than savings 
banks, shall at no time exceed four times its 
capital and surplus actually paid in; provided, 
that United States bonds shali not be included 
as a part of such investments. 

As the section states, there is no limit placed 
on the amount of government bonds that may 
be purchased. At the present time there is a 
great deal of capital in Kansas which is seeking 
investment. A conservative estimate of the 
money on hand in the Kansas banks at the 
present time above the reserve required by law, 
would perhaps be $12,000,000. The tremendous 
wheat crop that is soon to come into market will 
swell this amount to very large proportions. 

To show the rapid increase of individual de- 
posits and sight exchange, the figures of three 
banks, which may be considered as representa- 
tive, are given. 

The bank referred to in the beginning of this 
article has increased its cash and sight exchange 
$25,000 in the last 60 days. Another bank, which 
is also in the Fifth district, at the present time 


has deposits amounting to $217,000 and cash 
and sight exchange reaching $199,000. In Oct- 
ober 1897,.this same institution made a return 
to the bank commissioner as follows; Deposits, 
$124,000; cash and sight exchange, $53,000. On 
September 1, 1896, it had in deposits, $60,000; 
cash and sight exchange, $22,000. The deposits 
of this bank increased $62,000 from April 5 to 
May 31 of the present year, 

The above bank is in the western part of the 
Fifth district where the dry weather of the last 
few years lived, moved and had its being. 

And here is another instance: Down in the 
southern part of the Seventh district is a little 
town containing less than 500 inhabitants. Its 
bank has a capital of $15,000. On September 1, 
1896, this little bank had in deposits $35,000; 
in cash and sight exchange, $18,000. On the 
Ist of October, 1897, it had $64,000 in deposits 
and $48,000 in cash and sight exchange. At 
the present time the bank has $153,000 in de- 
posits and $132,000 in cash and sight exchange, 

These figures are not given carelessly, but 
may be verified from the records. They show 
that the banks of Kansas are in an extremely 
prosperous condition, 

The banks desiring to invest their surplus 
money in government bonds will have to be sat 
isfied with the regular issues to be found on the 
market. By the terms of the bill, corporations 
are not entitled to obtain the new bonds issued 
under the popular war loan unless they are con® 
tent with $500 worth, that being the limit. The 
new issues are in the strictest sense a ‘‘popular 
loan,” and the placing of the minimum amount 
that can be purchased at $20 and the maximum 
at $500 brings the coveted new bonds within 
the reach of the people who have small amounts 
to invest. 


x. C. Tf. 
Topeka, June 21, 1898. 
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WAR REVENUE OFFICIAL DECISIONS. 


By N. B. Scott, Commissioner of Internal Revenue, Washington, D. C. 


(SELECTED AND ABSTRACTED). 


STATE ORDERS AND CHECKS EXeEnpT. 
Orders drawn under a state law for the 
payment of money out of the state funds, 
and bank checks issued by the treasurer 
of the state for such payments, are 
exempt from stamp tax under Schedule 
A of the act of June 13, 1898.—June 18, 
1898. 

BANK CHECKS ISSUED PRIOR TO JULY I. 
Checks made and issued prior to July 1, 
1898,do not require to be stamped under 
the act of June 13, 1898, even though 
they are not cashed until after July 1.— 
June 22, 1898. 

CHECKs OF STATE TREASURER, Checks 
issued by a state treasurer on and after 
July 1, 1898 in payment of the current 
expenses of the Commonwealth do not 
require stamps under Schedule A of the 
act of June 13, 1898.—June 22, 1898. 

MANUFACTURING CoO. LOANING SUR- 
PLUS ON COLLATERAL, A BANKER. Man- 
ufacturing companies having on hand, 
from time to time, a cash surplus, await- 
ing use for payment of dividends, pur— 
chase of supplies, etc., which surplus 
meanwhile is loaned upon collaterals, 
are required to pay special tax as bank- 
ers. The language of the second section 
of the act of June 13,1898 which provides 
“that every person, firm or company 
* * * having a place of business * 
* * where money is advanced or loaned 
on stocks,bonds, bullion, bills of exchange 
Or promissory notes * *® * shall be 
a banker under this act,’’clearly subjects 
such manufacturing company to special 
tax asa banker. The amount of the 
special tax to be paid is not to be esti- 
mated upon the entire amountof capital 
employed in the manufacturing business 


but simply the amount of surplus on 
hand for the purpose of making loans is 
to be taken as a basis for estimating the 
amount of special tax. It is not the 
average amount loaned within the year, 
but the entire amount of surplus on 
hand out of which loans may be made. 
—June 23, 1898. 

MiniINnG Stock AND Brokers. 1. Min- 
ing stock brokers and also ‘‘persons 
doing a purely speculative business in 
mining stocks, strictly on their own ac- 
count, doing no commission business 
whatever” are subject to the tax of $50 
imposed by section 2, subdiv. 2, if they 
are engaged in negotiating purchases or 
sales of stock ‘‘for themselves.” 

2. Mining companies which are ‘“‘cap- 
italized at from one to two and a half 
and three million shares, of a par value 
of $1 each, and whose stock is selling at 
from fifty cents to two and three dollars 
per thousand shares” are required to 
affix and cancel a 5-cent stamp to every 
certificate of this stock originally issued 
on and after July 1, 1898, even though 
its face value 1s but $1. 

3. On every transfer of a certificate of 
stock a broker delivering the certificate 
should affix thereto and cancel a 2 cent 
stamp in accordance with the provisions 
of Schedule A.—June 23, 1898. 

Cueck WitnHout Sramp. 1. Checks 
made and issued prior to July 1, 1898, 
are not subject to stamp tax though pre- 
sented for payment after that date. 

2. A bank officer receiving a check on 
which a stamp is required to be affixed, 
and which is without the stamp, be- 
comes liable under section 10 of the act 
unless at the time of receiving the check 
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the bank chooses to affix and cancel the 
stamp itself. —June 24, 1898. 

PosTMASTERS’ Cuecks, Checks drawn 
by postmasters on their banks of de- 
posit for payment of salaries of em- 
ployees require the 2-cent stamp. There 
is no provision exempting these checks. 
—lJune 24, 1898. 

DEMAND INTEREST BEARING 
FICATES OF Deposir—SpeciaL TAX ON 
Banks. 1. Checks, notes, etc. made 
and issued prior to July 1, 1898, do not 
require a stamp though paid after that 
date. 

2. A certificate of deposit bearing in- 
terest, though payable on demand, is 
subject to a tax of 2 cents when it is for 
a sum not exceeding $100, and for each 
additional $100, or fraction thereof in 
excess of $100, 2 cents. 

3. In reckoning the amount of special 
tax required to be paid by a bank, the 
surplus should be taken as including the 
undivided profits on hand.—June 24, 
1898. 

INCIDENTAL BANKING Business. A 
firm employing a capital of $3,0c0,000 
mainly in the ‘steamship and merchan- 
dise business,” but also conducting an 
incidental banking business for the con- 
venience of their various correspond- 
ents throughout South America must, 
for the latter, pay special tax as bankers 
under section 2 of the act of June 13, 
1898. But in estimating the amount of 
this special tax, the entire capital of the 
house is not to be taken as the basis,but 
only those funds in their hands from the 
proceeds of merchandise sold, which 
they hold or make use of for the purpose 
of doing any of the business of banking 
as defined in that section.—June 25, 
1898. 

CoRPORATION Pay Cuecks. Time 
checks and pay checks drawn by an 
officer or employe of a company, upon 
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the company, for the payment of work- 
men, containing the words ‘‘Pay to the 
order of” are not found to be within any 
exempting provision of the act of June 
13, 1898, and therefore stamp tax is re- 
quired to be paid on such checks issued 
on or after July 1, and the requisite 
stamp must be affixed thereto,—June 25, 
1898. 

BROKERS TAXED IN EACH CITY, A firm 
doing business as custom house brokers 
in New York, Philadelphia and Chicago 
required to pay a special tax of $to, and 
take out the requisite stamp for each 
place of business in those cities. The 
first clause of section 3235, U. S. Re- 
vised Statutes, applies to every business 
for which special tax is required to be 
paid, whether under old laws or under 
under the new war-revenue bill.—-June 
27, 1898. 

Srock Transrers. ‘Your attention 
is called to the clause of Schedule A of 
the act of June 13, 1898, which provides 
a tax of 2 cents on all sales, or agree- 
ments to sell, or memoranda of sales, or 
deliveries or transfers of shares or certi- 
cates of stock in any association, com- 
pany or corporation, whether made upon 
or shown by the books of the associa- 
tion, company or corporation, or by any 
assignment in blank, or by any delivery 
or by any paper Or agreement, or mem- 
orandum or other evidence of transfer 
or sale, whether entitling the holder in 
any manner to the benefit of such stock, 
or to secure the future payment of 
money or for the future transfer of any 
stock, on each $100 of face value or 
fraction thereof. 

‘It is important that this provision 
should be understood by all who are en- 
gaged in the business of buying and sell- 
ing stocks,”’"—June 27, 1898, 

CERTIFICATE OF Deposit. Where a 
certificate of deposit is issued providing 





398 THE BANKING 
for the payment of interest, though with 
the condition ‘‘if left six months,” stamp 
tax must be paid thereon in accordance 
with the requirements of the fourth sub- 
division of section 2, viz.: Two cents 
for any sum not exceeding $too, and 
‘*for each additional hundred dollars or 
fractional part thereof in excess of one 
hundred dollars, two cents.”—June 28, 
1898. 

CuHeEcKs AND Drarts. 1. Checks and 
drafts made and issued to the drawee 
(payee) prior to July 1, though presented 
for payment after that date, do not re- 
quire the 2-cent stamp. 

2. Where a check drawn subsequently 
to July 1 is presented at a bank without 
having the requisite stamp affixed, the 
bank, if it pays such unstamped check, 
becomes liable to the penalty provided 
by section ro of the act of June 13, 1898. 

3. There is no objection, under this 

act, to the affixing by the bank of the 
requisite stamp to the unstamped check 
presented for payment and to the bank’s 
collecting the amount from the drawer 
or drawee (payee) of the check, 
- 4. An inland bill of exchange, within 
the meaning of this act is a bill of ex- 
change drawn and made payable any- 
where in the United States.—June 29, 
1898. 

SALES AND TRANSFERS OF CERTIFI- 
CATES OF STocK. On the question of 
the construction of that part of Sched- 
ule A of the act of June 13, 1898, impos- 
ing stamp tax “‘on each original issue, 
whether on organization or reorganiza- 
tion, of certificates of stock,” it is held 
that the meaning of the words ‘‘original 
issue” as herein used, is limited and con- 
trolled by the words “‘whether on or- 
ganization or reorganization ;” and that, 
therefore, the only certificates of stock 
on which the tax of 5 cents ‘‘on each 
$100 of face value or fraction there- 
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of” is imposed by this act, are those cer- 
tificates issued on or after July 1, 1898, 
on the organizatioa or reorganization of 
a company. 

In the case of a corporation having, 
for instance, an authorized capital stock 
of $1,000,000 of which it has issued only 
$500,000 prior to July 1, 1898, and on or 
after that date finds it necessary to make 
one or more additional issues, under the 
authority possessed by it, each addition- 
al issue thus made is an “‘original issue” 
within the terms and meaning of the 
statute here under consideration, and 
the certificates of such issue are subject 
to the stamp tax. 

Where any original certificate issued 
is presented by the holder to the com- 
pany or corporation for the issuance of 
another certificate or certificates in lieu 
thereof, the certificate or certificates 
thereupon issued to take the place of the 
original certificate could not, under the 
language and limitation of the statute 
above cited, require any stamp as long 
as there is no sale, nor agreement to sell, 
nor memorandum of sale, nor transfer 
of any of these certificates issued in lieu 
of the original. 

In case of sale, where the evidence of 
transfer is shown only by the books of 
the company, a tax of 2 cents is required 
to be paid on each $100 of face value,or 
fraction thereof; and the stamp repre- 
senting this is required to be placed 
upon such books, 

Where the change of ownership is by 
transfer certificate—that is to say, the 
executed authority to transfer is con- 
tained on the back of the stock certifi- 
cate which is to be transferred—the 
stamp must be placed on the transfer 
certificate—that is to say, upon the sur- 
rendered certificate containing the trans- 
fer. 

In cases of agreements to sell, or 
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where the transfer is by delivery of the 
certificate assigned in blank, there must 
be executed a memorandum thereof, to 
which the stamp is required to be affixed, 

Under the ruling herein stated, in a 
case (that may be supposed) of a man 
who is the owner of acertificate for roo 
shares of stock, and wishes to sell to of 
these to another person, the result being 
that one certificate would be issued for 
the ro shares sold, and also an addition- 
al certificate for the go shares still re- 
maining in him, the certificate for 90 
shares issued (with the certificate for 10 
shares sold) in lieu thereof, does not re- 
quire any stamp; and the certificate for 
the 10 shares does not require a stamp 
representing the tax of 5 cents on each 
$100 of face value or fraction thereof, as 
The only 
stamp required with reference to these 
certificates is a stamp on the transfer of 
the 1o shares sold representing payment 
of the tax of 2 centson each $100 of 
face value or fraction thereof. 

In another case (stated for illustia’ion) 
where a man holds several certificates 
for shares of stcck aggregating one 
hundred shares,and,for his convenience, 
calls upon the company to issue to him 
in lieu thereof one certificate for one 


it is not an original issue. 


hundred shares, there being no sale, nor 
agreement to sell, nor memorandum of 
sale or delivery or transfer of this new 
certificate, the statute does not require 
the affixing of any stamp thereto.—June 
29, 1898, 

Savincs Bank Pass—Fook PAYMENTS. 
1. No stamp is required to be paid on 
withdrawals of money from savings 
banks by depositors on pass books, nor 
upon a receipt or voucher given for such 
payment, 

2. Concerning the following stated 
method of withdrawal :—‘“‘Entry is made 
ina book and a check is taken as a 


399 


receipt or voucher and filed” —if a check 
or any order for the payment of money 
is made and issued on and after July 1 
next, the requisite 2-cent stamp must 
be affixed thereto.—June 30, 1898. 

Commission Men—Warenouse ReE- 
CEIPTS—-BROKERS HAVING BRANCHES, 1. 
A member of the board of trade, ‘usually 
denominated a commission man,” is to 
be regarded as a commercial broker 
and subject to special tax under para- 
graph 4 of section 2 if he negotiates sales 
or purchases of goods as a broker. If 
it is denied by any such ‘‘commission 
man” that he transacts such business as 
a broker,collectors will obtain and send 
to the office of the commissioner of in- 
ternal revenue,a statement of the grounds 
on which such denial is based. 

2. When grain coming from some local 
station is transferred through an elevator 
into cars for shipment, and a warehouse 
receipt showing weight and grade is 
issued, the stamp tax of 25 cents must 
be paid on such receipt. Although the 
grain to be transferred through the 
elevator is “‘in the warehouse bins per- 
haps only a few hours,” it is to be 
regarded as ‘‘on storage” within the 
meaning of these words in the last para- 
graph of Schedule A of the act. 

3. A firm of brokers whose main office 
is, say, in Peoria, Ill. and who ‘have a 
branch office at Omaha” are required to 
pay the special tax of $50 as brokers 
both at Peoria and at Omaha. A sepa-— 
rate special tax stamp is required to be 
taken out for both places.—July 1, 1898. 

CatTTLe ComMisston MERCHANTS TaAx- 
ABLE. Under the provision that ‘‘every 
person, firm or company whose business 
it is as a broker to negotiate sales or 
purchases of goods, wares, produce, or 
merchandise * * * shall be regard- 
ed as a commercial broker under this 
act” persons who are “‘cattle commission 
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merchants”’—that is, ‘‘receive cattle for 
sale on commission at certain designated 
stock yards’——are commercial brokers 
within the meaning of the above quoted 
paragraph, The word ‘‘merchandise” 
in the definition quoted, is interpreted 
in the broadest sense which is given to 
it by lexicographers.—July 2, 1898. 

PremiuM Notes, Whereaninsurance 
company takes notes for premiums on 
farm business in the western states, 
which notes represent the amount of 
premium, stated in the policy, a stamp 
must be affixed to these premium notes 
as well as tothe policies issued on such 
notes. There is nothing in Schedule A 
to warrant a ruling that the stamp tax 
imposed on all promissory notes is not 
imposed on the notes in question on the 
ground that tax is paid on the policies 
of insurance to which they refer.—July 
2, 1898. 

SuBSCRIPTIONS TO WAR LOAN—PoweErs 
oF ATTORNEY. 1, Subscriptions to the 
3 per cent. loan are not taxable under 
the war revenue law. 

2. Powers of attorney require a 25 
cent stamp to be affixed, except powers 
for the collection of pensions, bounty, 
etc., claims from the United States, or 
property lost in the military or naval 
service,—July 2, 1898, 

CoMMERCIAL TRAVELERS. A salesman 
or traveling salesman does not come 
under the head of ‘‘commercial broker.’ 
Every person, firm or company engaged 
in the general business of negotiating 
sales or purchases of goods,etc. on com- 
mission is a commercial broker within 
the meaning of paragraph 4, section 2, 
and is required to pay the special tax 
of $20 therein imposed. Buta person 
who is simply employed by one or more 
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firms to act as their agent in traveling 
and soliciting orders for them for the 
purchase of goods, and transmitting 
such orders to them to be filled, is held 
not to be a commercial broker within 
the meaning of this act, even though he 
is paid a commission instead of a salary. 
—July 7, 1898. 

JupGMmentT Notre. A judgment note, 
being a promissory note, although not a 
promissory note of the ordinary kind, is 
subject to stamp tax under the fourth 
paragraph of Schedule A.— July 7, 
1898. 

CHECK OR ORDER ON Any Person. The 
2-cent stamp is required to be affixed to 
a check, draft, or order for money drawn 
by any person upon any other person. 
This stamp tax is not confined by the 
language of Schedule A to checks or or- 
ders for money drawn on banks—July 
7, 1898, 

ReceipT FOR Deposit. An_instru- 
ment reading ‘‘Received of the Manis- 
tee County Savings Bank, $100,” not 
being in form either a ‘‘bank check, 
draft or certificate of deposit not draw- 
ing interest, or order for the payment of 
any sum of money” is not subject to the 
stamp tax of 2 cents imposed by the 
third paragraph of Schedule A,.—July 7, 
1898. 

CHECKS AND MORTGAGES oF CO-oPER- 
ATIVE BUILDING AND LoAN ASSOCIATIONS: 
The exemption granted in the last prov- 
iso of section 17 of the act of June 13, 
1898, to co-operative building and loan 
associations, etc.,is confined to the stock 
and bonds issued by the associations 
therein mentioned, and, therefore, does 
not relieve them from stamp tax on 
checks, mortgages, and other instru- 
ments issued by them.—July 8, 1898, 
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THE MONETARY COMMISSION BILL. 


A discussion of the Monetary Cummission bill, taking the bill upin detail, b 


Seymour Dexter, President of 


the Second National Bank, Elmira, New York; before the meeting of group No 3, New York 
State Bankers’ Association, held in May, 1898. 


The kaleidoscope of events, changes 
of late with such rapidity in our country, 
that what seem momentous issues in one 
month are lost to sight in the next, 
although still unsettled. 

All remember, but too vividly the 
alarm and feeling of danger that pos- 
sessed the minds ofintelligent patriotic 
menin the summer of 1896, and the 
feeling of relief that came to the country 
when the results of the November elec- 
tion were known; yet we gather in this 
month of May,1898 without a single line 
of a statute having become the law of 
the land, expressive of the decision then 
made by the American people, touching 
our monetary standard. The same dan- 
gers that confronted us in 1896 still re- 
main, and need only to be marshalled 
again in battle array to be most ominous 
and threaten greater dangers to the body 
of our people than the war. 

In January last it seemed for a time as 
though a way had been found to reacha 
solution of the vexed questions, and 
that way was the adoption by Congress 
of the plan proposed by the Monetary 
Commission; but alas,Chairman Walker 
of the House Committee of Finance, had 
his pet measure,and other members had 
their pet measures, and they were un- 
willing to accept and report the bill re- 
ported by the Monetary Commission, 
and thus the situation dragged along 
until Cuban matters and war have over- 
shadowed the most important matter 
this nation has had to deal with since 
the Civil War. It is manifest now that 
the present Congress will not settle the 
question, 


An imperative patriotic duty rests upon 
every intelligent American citizen who 
perceives the true situation of our finan- 
cial system to labor persistently in edu- 
cation of the masses, that they may see 
and understand at least the fundamental 
principles along which our future mone- 
tary system must be framed if we are to 
avert the dangers and have stability in 
our financial matters. 

I believe the report of the Monetary 
Commission, the ablest document that 
has been given to the people in the re- 
cent financial discussions, and the bill 
proposed by the commission, the wisest 
piece of legislation proposed during the 
years of our monetary discussion. I 
firmly believe that it is along the lines of 
this report and bill that all influences 
believing in the principles it proposes to 
embody into law, should be massed ,and 
the battle waged until successful. 

The origin of this report and bill is 
most completely American. For a 
moment let us refresh our memories in 
the history of their origin, and feel 
something of the spirit and patriotism 
that animated those engaged in bringing 
to pass this plan for our monetary re- 
form. 

The shadows of the great danger of 
1896 had just disappeared, when a gen- 
tleman in the Board of Governors in the 
Indianapolis Board of Trade on the 18th 
of November, spoke most earnest words 
urging currency reform, and that there 
should be united action by the business 
men of the country. Among other 
things he said: 

“I ask that you,as the representatives 
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of the active business men of the whole 
country, act at once in the following 
manner: I ask you to appoint a com- 
mittee with instructions to prepare a 
letter of address to the more important 
boards of trade in the states known as 
the central west, to wit; the boards of 
trade in Louisville, Cincinnati,Columbus, 
Cleveland, Toledo, Detroit, Chicago, 
Milwaukee, St. Paul, Minneapolis, Des 
Moines, Kansas City, St. Louis, Omaha, 
Peoria and Grand Rapids, requesting 
that the controlling boards of each of 
such boards of trade send delegations of 
not exceeding three members, the same 
being non-partisan in politics, to a con- 
ference to be held in Indianapolis, say 
Tuesday, ‘‘December Ist, at 11 o'clock 
A. M., for the purpose of considering 
the propriety of uniting in a call for a 
general or national convention of ‘rep- 
resentatives of boards of trade and other 
commercial bodies, which shall in turn 
consider the propriety of organizing a 
representative commission of able, con- 
servative, trustworthy men to thoroughly 
study,canvass and consider without limit 
or instructions, all conditions and all] 
currency systems, the strength and 
weakness of our own as well as the val- 
uable features of all others, for the pur- 
pose of presenting to congress for action 
these valuable features united with such 
as may be of special importance for our 
special requirements, with the general 
approval of the boards of trade and 
commercial bodies of the country.” 

As a result of his earnest plea the fol- 
lowing resolution was adopted. 

‘*Resolved, by the Board of Trade of 
the City of Indianapolis, that the boards 
of trade of the cities of Chicago, St. 
Louis, Cincinnati, Louisville, Cleveland, 
Columbus, Toledo, Kansas City, Detroit, 
Milwaukee, St. Paul, Des Moines, 
Minneapolis, Grand Rapids, Peoria and 
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Omaha be, and they are invited to send 
three delegates each to a preliminary 
conference, to be held in the city of 
Indianapolis, on the first day of Decem- 
ber, 1896,for the purpose of considering 
the advisability of calling a larger con- 
ference or convention, composed of 
delegates from the boards of trade and 
commercial organizations of the cities of 
the United States, to consider the pro- 
priety of creating a non-partisan com- 
mission, to which shall be assigned the 
duty of formulating a plan for the reform 
of our currency system, to be reported 
to a subsequent meeting of the confer- 
ence or convention,” 

With this resolution a letter was sent 
urging action. In the letter we find 
such true and practical words and senti- 
ments as follow: 

‘*The present grave juncture presents 
an opportune occasion to the business 
men of the country to intervene in a 
business matter, and it is their duty as 
well as they can, to aid in the solution 
of a matter which so intimately concerns 
the stability of business. 

“The commission to be ultimately 
selected must be of such attainments 
and character as not only to allay all 
suspicion of any influence from class or 
sectional interest, but it must be of such 
fitness as to inspire the confidence in the 
mind of the fair-minded citizen of the 
republic that its work will be done for 
the permanent welfare of the whole 
nation.” 

The preliminary conference assembled 
as requested, organized by the election 
of E. O. Standard of St. Louis, chair. 
man, Well known and strong represent- 


.atives were present from the cities to 


which the invitation had been extended, 
and after protracted discussion it issued 
its call for a monetary convention of 
business men, the convention to as- 
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semble at Indianapolis on the 12th day 
of January, 1897, and to be nonpartisan 
in character, and composed of represen- 
tative business men, chosen from boards 
of trade, chambers of commerce, com- 
mercial clubs or other similar com— 
mercial bodies in cities of 8,o00 or more 
inhabitants, according to the census of 
1890, 

The spirit of that call is manifested in 
the following quotation from it: 

“It is the right and duty of the busi- 
ness men of the nation, in a matter of 
such vital business concern, to render to 
this cause all the aid which their experi- 
ence and knowledge can afford. These 
owe it to themselves, as citizens of the 
republic, and as a matter of business 
self-preservation, to participate actively 
and, we believe, efficiently, in this move- 
ment.” 

At 2:30 p.m., January 12, 1897, there 
assembled at Indianapolis one of the 
largest representative gatherings of the 
brainy, patriotic, business interests of the 
republic, that ever assembled in this or 
any other country. The mere politician 
was not there; the man with an interest 
to subserve or an axe to grind was not 
there, 

I wish time would permit of quoting 
the resolutions in full adopted by that 
meeting, but I cannot refrain from 
quoting from the report of the Commit- 
tee on Resolutions the following: 

“This convention declares that it has 
become absolutely necessary that acon- 
sistent, straightforward and deliberately 
planned monetary system shall be inau- 
gurated, the fundamental basis of which 
should be: First, that the present gold 
standard should be maintained (long 
and continued applause.) Second, that 
steps should be taken to insure the ulti- 
mate retirement of all classes of United 
States notes by a gradual and steady 
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process, and so as to avoid injurious 
contraction of the currency, or disturb- 
ance of the business interests of the 
country, and that until such retire- 
ment provision should be made for a 
separation of the revenue and noteissue 
departments of the treasury (applause, 
and cries of ‘‘good.”) Third, that a 
banking system be provided which 
should furnish credit facilities to every 
portion of the country and a safe and 
elastic circulation, and especially with a 
view of securing such a distribution of 
the loanable capital of the country as 
will tend to equalize the rates of interest 
in ail parts thereof.” 

The resolutions provided for the ap- 
pointment of an executive committee of 
fifteen, who should first endeavor to 
procure from Congress the appointment 
of a commission to consider and report 
back to Congress a plan for the reform 
of our currency, and in the case of fail- 
ure to procure the appointment of such 
commission, to appoint one themselves 
who should proceed to consider the 
questions involved, and propose a plan, 
and the needed legislation to carry the 
same into effect, and to report back their 
plan to the convention at a future date. 

The committee of fifteen procured a 
message to be sent by President McKin- 
ley to Congress, recommending the 
authorization of such a commission, but 
its recommendations were not adopted 
by the Senate, and thereupon the com- 
mittee appointed a commission of their 
own selection. They selected a com- 
mission of most able and representative 
men in character as follows: 

Ex-Senator George F. Edmunds, of 
Vermont; Charles S, Fairchild, of New 
York, ex-Secretary of the Treasury; C. 
Stuart Patterson, of Philadelphia, who 
was President of the Monetary Conven- 
tion last January; J.W. Fries, of Salem, 
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N. C., who is at the head of the great 
cotton industry that bears his name; T. 
C. Bush, of Anniston, Ala., President of 
the Mobile & Birmingham Railroad, and 
largely interested in the iron industries 
of Alabama; George R. Leighton, of St. 
Louis, retired manufacturer; W. B. 
Dean, of St. Paul, wholesale hardware 
merchant; R. S, Taylor, of Fort Wayne, 
lawyer; Louis A. Garnett, of San Fran- 
cisco, a prominent financier of the Pa- 
cific coast; Prof. J. L. Laughlin, of 
Chicago, who occupies the chair of Po- 
litical Economy in the Chicago Univer- 
sity, and Stuyvesant Fish of New York, 
President of the Illinois Central Rail- 
road. 

The past political affiliations of the 
Commission were six Republicans and 
five Democrats. 

The commission assembled in Wash- 
ington, September 22d, and engaged in 
a most diligent, scientific investigation 
of the needs of the country and the 
monetary systems of the world, They 
asked all the leading financiers of the 
country to present their views and sug— 
gestions, and through the newspapers 
invited all citizens to send any sugges- 
tions which they desired. There was a 
large response to their requests, and all 
theories were represented in the sugges- 
tions and data received. Strangers 
largely to each other, and coming from 
different sections of the country, with 
diverse views upon the questions involv- 
ed when they began their work, they 
patiently, ably and with a judicial and 
patriotic temper of mind began the ex- 
amination of the questions involved and 
the suggestions and data before them 
and those received during their con- 
tinued session. No important question 
in our history was ever examined more 
ably, or with higher and purer motives 
inspiring the examiners. 
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Their final report is dated December 
17th, and is unanimous and signed by 
all, two members, in a footnote, express- 
ing dissent each upon one minor detail 
in the plan proposed. 

Their report, with their proposed bill, 
was presented to the convention, re- 
assembled at Indianapolis on the 25th of 
January last, nearly 400 representatives 
being present, and unanimously adopt- 
ed. It was my pleasure to be present at 
that meeting, and note the high charac- 
ter of those assembled, and the patriot- 
ism and unselfish devotion to the coun- 
try’s best interests, that was moving 
those engaged in this most laudable 
undertaking. 

In that report the commission states: 

‘‘We submit, for the reasons herein- 
after stated, a plan of currency reform, 
in the hope that it will, if enacted into 
law, accomplish, so far as possible, these 
results: 

1. To remove, at once and forever, all 
doubt as to what the standard of value 
in the United States is, and is to be. 

2. To establish the credit of the U. S. 
at the highest point among the nations 
of the world. 

3. To eliminate from our currency 
system those features which reason and 
experience show us to be elements of 
weakness and danger. 

4. To provide a paper currency con- 
vertible into gold and equal to it in 
value at all times and places in which, 
with a volume adequate to the general 
and usual needs of business, there shall 
be combined a quality of growth and 
elasticity, through which it will adjust 
itself automatically and promptly to all 
variations of demand, whether sudden 
or gradual; and which shall distribute 
itself throughout the Country as the 
wants of different sections may require. 

5. To so utilize the existing silver dol- 
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lars as to maintain their parity with gold 
without imposing undue burdens on the 
treasury. 

6. To avoid any injurious contraction 
of the currency. 

7. Toavoid the issue of interest-bear- 
ing bonds,except in case of unlooked for 
emergency; but to confer the power to 
issue bonds when necessary for the 
preservation of the credit of the govern. 
ment. 

8, To accomplish these ends by a plan 
which would lead from our present con- 
fused and uncertain situation by gradual 
and progressive steps, without shock or 
violent change, to a monetary system 
which will be thoroughty safe and good 
and capable of growth toany extent that 
the country may require,” 

To ascertain how well their plan would 
accomplish the aims they enumerate, 
and which every patriotic American cit- 
izen will concede is desirable, we must 


turn to the legislation which they have 
proposed, and which the House Com- 
mittee on Banking and Currency have 


thus far, for political 
reasons, refused to report. 

The first section of the commission's 
bill, as the first section of any bill 
should, in view of the verdict of the 
people in 1896, and to place us in har- 
mony with the advanced nations of the 
world, and our financial system upon a 
solid and enduring foundation, de- 
clares: 

“That the standard unit of value 
shall, as now, be the dollar, and shall 
consist of 25.8 of gold .g fine or 23.22 
grains of pure gold, as represented by 
the one-tenth part of the eagle,” and 
Section 2 provides: 

‘*That all obligations of the United 
States for the payment of money now 
existing, or hereafter to be entered into, 
shall unless hereafter expressly stipulat- 


and personal 
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ed, be deemed and held to be payable in 
gold coin of the United States, as de- 
fined in the standard aforesaid.” 

Section four creates a division in the 
Treasury Department, to be known as 
the division of issue and redemption, 
under the charge of an assistant treas— 
urer of the United States, who shall be 
appointed by the President with the ad- 
vice and consent of the Senate; and | 
section five commits to this division all 
functions of the treasury department 
pertaining to the issue and redemption 
of notes and certificates, and to the ex- 
change of coins, and gives to it the cus- 
tody of the bank note guaranty fund 
and redemption funds of the National 
Banking Associations, and provides for 
transfer to this division of all gold held 
against outstanding gold certificates, all 
silver dollars held against outstanding 
silver certificates, all United States notes 
held against outstanding currency cer- 
tificates, and all silver dollars and silver 
bullion held against outstanding treas— 
ury notes issued under the so-called 
Sherman Law of 1890, and such amount 
of subsidiary and minor c»pins as shall 
be necessary for the issue and exchange 
of such coins, 

Section 7 provides for gold reserve in 
this division equal to 25 per centum of 
the amount of United States notes and 
treasury notes under the Sherman Law, 
and 5 per centum of the aggregate coin- 
age of silver dollars. This reserve is to 
be held as a common fund and used 
solely for the redemption of said notes, 
and in exchange for said notes and for 
silver dollars and subsidiary coins, as 
provided in subsequent sections. 

By section 7 it is made the duty of 
the Secretary of the Treasury to main- 
tain this gold reserve at such sum as 
shall secure the certain and immediate 
redemption of all notes and exchange of 
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silver dollars presented, and to that end 
he is empowered to sell gold bonds at 
an interest rate not exceeding three per 
cent. 

Section 8 provides where and how the 
division shall pay out the moneys com- 
mitted to its charge. 

Sections 9 and 10 provide for the re- 
tirement and cancellation of the United 
States notes and treasury notes, 

This division on redeeming these notes 
in gold up to $50,000, shall cancel them 
and thereafter from time to time cancel 
an amount equal to the increase of na- 
tional bank notes issued subsequent to 
the passage of the act. If at the end of 
five years there shall be any of these 
notes outstanding, one-fifth of the am- 
ount, if received into the division, shall 
be cancelled each year,and at the end of 
ten years they shall cease to be legal 
tender, 

Section 11 provides that when either 
of these kind of notes have been re- 
deemed, they shall not be paid out ex- 
cept for gold, unless there is a surplus 
received above the amount that may be 
cancelled, in which event they can be 
invested in United States bonds and 
held for the benefit of the reserve in the 
division, and sold when necessary for its 
benefit. 

By Section 12, the authority is given 
the Secretary of the Treasury to sell sil- 
ver bullion for gold, for the benefit of 
the division of issue and redemption. 

Section 13 provides that outstanding 
gold and currency certificates, when 
paid, shall not be reissued, and power 
to issue such certificates is repealed. 

Section 14 forbids the issuance of 
United States treasury notes in denom- 
inations less than $10, and limits silver 
certificates to the denominations of $1, 
$2 and $5, and 

Section 29 permits no national bank 
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note of less than $10. 

Thus the bill proposes the most com- 
plete utilization of silver in our currency 
possible, and in a manner to insure its 
absorption in the channels of business, 
and in a manner most convenient for 
the public uses. All our note currency 
would be silver certificates under $10 in 
denomination. Their circulation in the 
place of silver dollars would be a great 
gain in convenience. 

Section 15 provides for exchange of 
moneys between the treasury and the 
division of issue and redemption, to 
facilitate the retirement and cancellation 
of the notes and also to procure gold for 
that division. 

Section 16 authorizes certificates of 
indebtedness payable in gold, to run not 
exceeding five years, and payable after 
one year in gold, to provide for any 
temporary deficiency that may exist in 
the United States treasury. 

Section 18 provides, when it is neces- 
sary for the United States to borrow 
money, instead of bonds, deposits may 
be made with the government in lawful 
money, in sums of not less than $50, 
and thereafter interest shall be paid, as 
upon a registered bond, to the depositor 
during the continuation of the loan, not 
exceeding 3 per cent., in gold coin. Ar- 
rangements shall be made at all money 
postoffices for receiving such deposits or 
subscriptions, and no charge made for 
services in receiving and transmitting 
the same. It also provides for a transfer 
of such deposit, providing a most simple 
and complete machinery for a popular 
loan in its true meaning. 

With section 18 the bill takes up the 
matter of national banks and national 
bank currency. It provides that any 
national bank may have currency, aS 
now issued to national banks, to the ex- 
tent of its unimpaired capital, less its 
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investments in real estate, provided that 
during the first five years from the pass- 
age of the act, the banks shall have on 
deposit with the Treasurer of the United 
States government bonds equal to the 
amount of the notes, when they do not 
exceed 25 per centum of the bank’s cap- 
ital stock, and after five years 20 per 
cent. of the bonds may be withdrawn, 
each year,so that at the end of five years 
thereafter, no bond security is required. 

Section 28 provides that in case of 3 
per cent bonds, par in currency shall be 
issued to the bank; for bonds then 
payable at the option of the United 
States 95 per cent., and for bonds bear~ 
ing a higher rate of interest than 3 per 
cent. the treasurer shall annually fix 
their value on the basis of a 3 per cent. 
interest bond, and currency shall be is- 
sued to the bank to that amount. The 
scheme intending to wholly abolish the 
bond security at the end of 10 years. 

Section 19 repeals the law requiring a 
national bank to transfer to the treasur- 
er a certain amount of bonds, according 
to its capital, in order to become a na- 
tional bank. 

Section 20 provides that each bank 
shall have on deposit in the division of 
issue and redemption 5 per cent. of its 
circulation in gold coin, which deposits 
shall constitute a fund known as “The 
Bank Note Guaranty Fund,” and pro- 
vides how the notes in failed banks shall 
be redeemed from that fund, and the 
government shall have a first lien on the 
assets of the bank to make good the 
amount paid out in such redemption, 
after selling any bonds held to secure 
the circulation, and 

Section 21 provides that in case of any 
deficiency the comptroller ‘‘shall assess 
the same upon all national banks pro 
rata” according to the circulation they 
have outstanding, 
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Provision is made in Section 22 for a 
bank desiring to go into liquidation, to 
deposit in the division of issue and re- 
demption lawful money to the full 
amount of its outstanding notes, and to 
pay any assessment to the bank note 
guaranty fund necessary to make good 
its pro rata share of any deficiency on 
account of banks that have failed at that 
time. 

Section 23 authorizes the secretary of 
the treasury to invest ‘‘any part of this 
guaranty fund in United States bonds,” 
while 

Section 24 provides that any interest 
received from this fund, together with 
duties paid on circulation provided for 
in Section 25, shall be held in the div- 
ision in gold coin, in the discretion of 
the secretary of the treasury as a fund 
supplementary and in addition to the 
guaranty fund, to be used only in case 
that fund becomes insufficient, being a 
sort of reserve to the guaranty fund. 

Section 25 imposes a duty at the rate 
of 2 per cent. per annum for circulation 
outstanding in excess of 60 per cent. of 
capital and not in excess of 80 per cent; 
and in excess of 80 per cent., 6 per 
cent. 

Provision is made in Section 26 for the 
levying of this duty and manner of com- 
pelling payment in case of default. 

Section 27 provides for a semi-annual 
duty of one-eighth of 1 per cent. upon 
the bank’s capital, surplus and undivid- 
ed profits, and repeals the present laws 
relating to the semi-annual tax. 

Sections follow repealing provisions in 
the present law, and modifying others 
so as to conform to the scheme of pro- 
posed new law. 

Section 33 provides that the 5 per 
cent, fund required to be kept for the 
redemption of its own notes, shall be in 
gold coin of the United States. This 
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refers to the same redemption fund na- 
tional banks now keep with the Treas- 
urer, 

Section 34 amends the old law on the 
subject of redemption of national bank 
currency to read as follows: 

‘‘And when the circulation notes of 
any such Association, assorted or un— 
assorted, shall be presented for redemp- 
tion in sums of $1,000 or any multiple 
thereof at the treasury, or at such sub- 
treasuries as may be designated by the 
Comptroller of the Currency, the same 
shall be redeemed in lawful money.” 

This feature of the proposed law I be- 
lieve to be the best scheme proposed. 
When financial matters are running 
smoothly, the matter of redemption is 
unimportant. No one wants to change 
currency for gold just to get the gold to 
keep. It is in time of alarm and panic 


that the question of redemption is im- 
portant, and the right to demand gold 


in redemption over the bank counter will 
place the thrust of the danger at the 
weakest spots in our financial system, 
and add a new cause for bankers to shut 
off discounts and contract loans to the 
business community, just at the time 
business interests need loans the most. 
The weakest spots I mean, if there is 
a particular bank or particular locality 
about which there is distrust as to the 
bank’s condition, the bills of such banks 
will be surest to be presented for re- 
demption at the bank counter in times 
of alarm or panic. A failure of a bank 
or banks at such times but adds fuel to 
the flame. The individual bank cannot 


rally to its support the power of the 
country, that can be rallied to the 
Treasury of the United States, and it is 
there redemption should be had, and 
the thrust of the danger from alarm or 
panic placed. 

Section 35 provides that one-fourth of 
bank reserves, as now required, shall be 
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held in gold coin in their own vaults. 

Section 36 repeals the present law al- 
lowing the redemption fund kept with 
the treasurer to be counted as a part of 
the bank’s reserve. 

In cities of exceeding 50,000 in popu- 
lation, to form a bank, capital must be 
at least $200,000, and no bank can have 
less than $100,000, except with the ap- 
proval of the Secretary of the Treasury 
a bank may be organized with a capital 
of $50,000 in places not exceeding 6,000 
in population, and $25,000 where the 
same does not exceed 4,000. 

Section 38 authorizes the establish- 
ment of branches under such rules and 
regulations as may be prescribed by the 
comptroller with the approval of the 
Secretary of the Treasury. 

The remainder of the bill provides for 
examinations, and in various ways pro- 
viding for increased security in the su- 
pervision and management of the banks, 
also for the incorporation of state banks 
under the law, and the re-incorporation 
of present national banks. 

The provisions of this bill as a whole 
sustain the claims of the commissioners 
in their report. The financial and mo- 
netary needs of our country have been 
studied without bias, and remedies pro- 
posed that are enduring. The report 
and proposed legislation appeal to the 
reason and intelligence of our people 
and not to class prejudices or political 
bias. It declares the gold standard; it 
utilizes silver to the utmost safe limit; it 
provides for an expansion of currency 
when the demand exists for the same,to 


the extent of inducing the ‘ ‘payment of 
the tax imposed, and which tax is suffi- 
cient to retire it when the demand does 
not exist, and authorizes branch banks; 
it increases the rigor of supervision, and 
in time retires government notes. The 
bill is most comprehensive, complete and 
beneficent in its provisions. 
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BANKING LAW. 


T HIS department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 

rectors. The experiences they discloseare likewise worthy the careful attention and study of the merchant 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case puplishe 
herein, will be furnished on application. 


LIEN OF NATIONAL BANK ON ITS SHARES. 


LOANS ON SECURITY OF SHARES PROHIBITED BY NATIONAL BANK ACT—NEVERTHELESS, 
CONTRACT OF LIEN ON SHARES FOR LOAN TO SHAREHOLDER VALID AND 
ENFORCEABLE AGAINST PURCHASER OF SHARES WITH NO— 

TICE OF LIEN—LIEN CLAUSE IN CERTIFICATE 
SUFFICIENT AS NOTICE 


Buffalo German Insurance Co. v. Third National Bank, New York supreme court, appellate division, fourth 
dept. May 7, 1898. 


Notwithstanding the national bank act expressly prohibits a national bank from loaning 
money upon the security of its own shares and, by necessary inference, from acquiring, by con— 
tract with its shareholders, a lien upon such shares for an indebtedness thus created, the sole effect 
of this prohibition, is to subject the bank to proceedings by the government in case of its violation; 
the contract of lien is not invalidated by such prohibition but is enforceable against the shareholder 
or One acquiring the shares with notice of such lien. 

Where a national bank enacted a by-law giving it a lien upon its shares for the indebtedness 
of shareholders, incorporated notice of such by-law lien in its certificates of stock, and loaned 
money to a shareholder without any delivery of his certificate to the bank, held, the bank is en- 
titled to enforce the contract of lien as against one to whom such certificate was assigned in writ- 


ing by the shareholder as collateral security for a loan of money. 


Appeal from special term, Erie county, 


Action by the Buffalo German Insur- 
ance Company against the Third Na- 
tional Bank of Buffalo. From a judg- 
ment for defendant (43 N. Y. Supp. 550), 
plaintiff appeals. Affirmed. 

The plaintiff, a domestic corporation 
created under the laws of this state, 
brings this action to compel the defend- 
ant to transfer to the plaintiff, upon the 
books of the former, 450 shares of its 
capital stock, of which the plaintiff 
claims to be the owner. This stock,the 
par value of which is $100 per share, was 
originally owned by one Emanuel Levi, 
and was pledged by him to the plaintiff 
as collateral security for several loans 
of money, a mounting in the aggregate 
to $55,000. The original certificates of 
stock issued by the defendant to Levi 
were all in the following form, viz: 
Number—— State of New York,—— Shares 


Third National Bank of Buffalo. 
‘This is to certify that Emanuel Levi is the 


owner of —— shares, of one hundred dollars 
each, of the capital stock of the Third National 
Bank of Buffalo, subject to the lien referred to 
in section 15 of the by-laws of said bank, in the 
following words: ‘No transfer of the stock of 
this association shall be made, without the con- 
sent of the board of directors, by any stockholder 
who shall be liable to the association, either as 
principal debtor or otherwise, which liability 
shall be a lien upon the said stock,and all profits 
thereof, and dividends.’ And that the said 
stock is transferable only upon the books of the 
bank, by him or his attorney, on the surrender 
and cancellation of this certificate, and compli- 
ance with said by-law. 
*‘Dated at Buffalo, New York, this —— day 

of ——, 18—. 

“Charles A. Sweet, President. 

**N. Rochester, Cashier.” 


Upon each occasion when this stock 
was hypothecated to the plaintiff for the 
purpose above stated, Levi executed and 
delivered to it an assignment thereof in 
writing, of which the following is a 
copy, viz.: 


‘‘Know all men by these presents, that I 
Emanuel Levi, for value received, have bar— 
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gained, sold, assigned, and transferred, and by 
these presents do bargain, sell, assign, and 
‘transfer, unto the Buffalo German Insurance 
‘Company, —— shares of the capital stock of the 
Third National Bank of Buffalo, being certifi- 
cates ——, standing in my name on the books 
of the Third National Bank. I do hereby con- 
stitute and appoint John P. Diehl, chairman of 
the finance committee of the Buffalo German 
Insurance Company, my true and lawful attor- 
ney, irrevocable, for me, and in my name and 
stead, but to use, sell, assign, transfer, and set 
over all or any part of the said stock, and for 
that purpose to make and execute all necessary 
acts of assignment and transfer, and one or 
more persons to substitute with like full power; 
hereby ratifying and confirming all that the 
said attorney, or his substitute or substitutes, 
shall lawfully do by virtue hereof. In witness 
whereof, I have hereunto set my hand and seal 
the third day of December, 1890. 
Emanuel Levi. [L.S.]” 
And, accompanying such assignments, 
‘he also executed and delivered to the 
plaintiff his written receipt, in form and 


substance, viz. : 


“Received, Buftalo, December 3rd, 1890, of 
‘the Buffalo German Insurance Company, of 
Buffalo, N. Y., —— thousand dollars, under an 
account opened by me with said company, to be 
returned on call, with interest at the rate of six 
per cent, per annum; and, as collateral security 
‘for the payment thereof,I have assigned to said 
-company ——. In case I shall refuse or neglect 
to pay the said principal and interest on call, I 
do hereby authorize the said company to sell 
the said securities at public or private sale, on 
notice of five days by letter mailed to my address, 
at Buffalo, N. Y.,and from the proceeds thereof, 
after deducting all costs and expenses, to sat- 
isfy the said principal and interest; rendering 
the surplus if any, to the undersigned. 

Emanuel Levi.” 


Thereafter, and prior to the com- 
‘mencement of this action, and the demand 
and notice hereinafter mentioned, Levi 
-died, leaving a last will and testament, 
by which he appointed Rosa Levi and 
‘Louis E. Levi his executors, who subse- 
quently qualified as such. The interest 
wpon the notes given to the plaintiff, 
with the exception of about $300, was 
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paid as it matured; leaving due thereon 
upon the ist day of January, 1896, $55.- 
300 of principal and interest. On the 
gth day of June following, the plaintiff 
made a written demand upon the execu- 
tors above named for the payment of 
the notes which it held,and notified them 
that, in the event the same were not 
paid and the stock redeemed on or be- 
fore the 16th day of that month, such 
stock would be sold, and the proceeds 
applied in liquidation of the indebted- 
ness of their testator, No attention be- 
ing given to this demand, the plaintiff 
caused a written notice of sale to be 
served upon the executors, and also 
caused copies thereof to be posted in 
three separate places in the city of Buff- 
alo; and thereafter, and on the 3oth 
day of June, 1896, the stock was sold at 
public sale, and was bid in by the plain- 
tiff for the sum of $44,000. The defend- 
ant was represented at the sale by its 
attorney, as were also the executors; 
one of the latter being present in per- 
son. Thereafter the plaintiff duly de- 
manded of the defendant that the stock 
so purchased be transferred upon the 
latter’s books, which demand was re- 
fused upon the ground that the defend- 
ant had a lien thereon prior to that of 
the plaintiff. Emanuel Levi was, it 
appears, a director of the defendant's 
bank; and at the time he hypothecated 
his stock to the plaintiff he was indebted 
to the bank, for borrowed money, in the 
sum of about $1s,o00, of which sum 
$9,000 was secured by indorsements and 
collaterals, and the balance, $6,400, was 
unsecured, except by his stock, which 
upon the rst day of October, 1890, he 
verbally agreed with the defendant’s 
president to pledge as security for an 
increase of his loans. At this time the 
certificates were in a safe-deposit vault, 
and they were never in fact delivered to 
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the defendant, but it was stipulated that 
they might be regarded as collateral to 
the loan. The dividends upon this 
stock were paid by the defendant to 
Levi, or his executors, until the sale by 
the plaintiff in June, 1896, after which 
time they were applied in reduction of 
the defendant’s claim. 

Adams, J. There is little, if any,dis- 
pute respecting the facts of this case, 
which are epitomized in the foregoing 
recital; and while counsel, both upon 
the oral argument and in their briefs, 
have discussed with some degree of elab- 
oration several minor issues, which 
possess more or less relevency to the 
main contention, we are convinced that 
these issues are quite subordinate: in 
their character, and that there is really 
but one question in the case which de- 
mands our serious consideration. This 


question involves the effect to be given 
to the lien clause incorporated into the 


defendant's certificates of stock, and its 
determination, whatsoever it may be, is, 
in our opinion, necessarily decisive of 
the conflicting claims of the parties to 
the subject-matter of the controversy; 
for if this clause is absolutely void, as 
against subsequent purchasers or lienors, 
it follows, of course, that the plaintiff's 
contention is well founded, whereas, if, 
as to the plaintiff, the clause may be re- 
garded as valid, it is equally obvious 
that the defendant’s right to the stock 
in question is paramount to that of the 
plaintiff. 

This proposition, however,it is proper 
to state, is founded to some extent, at 
least, upon the assumption that the 
plaintiff can, in no aspect of the case, be 
regarded as a bona fide transferee of 
the stock. It is an undoubted fact that 
bank-stock certificates, while not pos- 
sessing all the characteristics of commer- 
cial paper, are nevertheless esteemed by 
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the business world as having a value 
somewhat superior to ordinary securities, 
For this reason they have come to be 
regarded as one of the most desirable 
bases of commercial transactions, and 
when transferred to a purchaser for 
value, and without notice of any defect 
in title, the certificate is of itself gener- 
ally an assurance to the transferee that 
upon its presentation the holder will be 
entitled to have the stock transferred to 
him upon the books of the bank. Bank 
v. Lanier, 11 Wall, 369; Driscoll v. 
Manufacturing Co., 59 N. Y. 96-105. 
But in this instance, as we have seen, 
the certificates were not in the usual 
form; for they contained what was 
equivalent to an announcement to the 
whole world that the stock which they 
represented was subject to a possible 
lien in favor of the corporation issuing 
the same,and that such stock would not 
be transferred upon the books of the 
corporation until that lien was satisfied. 
Consequently, when the certificates in 
question came into the plaintiff's pos- 
session, it was with full notice of the 
defendant’s rights, whatever they might 
be, and therefore the plaintiff took the 
same subject to whatever equities exist- 
ed against the title of the pledgor. In 
other words, it now occupies precisely 
the same relation towards this defendant 
as would its pledgor, if he were seeking 
to recover damages for the conversion 
of so much of his stock as had been sold 
by the bank to satisfy its lien for bor- 
rowed money. Porter v. Parks, 49 N. 
Y. 564; Williamson v. Brown, 15 N. Y. 
354; Fowle v. Ward, 113 Mass. 548. 
We come, then, to the consideration 
of the one vital question to which we 
have already adverted, which is, what, 
if any, right or interest did the defend- 
ant retain in the 450 shares of its capital 
stock, which the nominal owner, Eman. 





412 


uel Levi,assumed to assign to the plain- 
tiff? The defendant was organized under 
the national banking law of 1864, which 
was a substitute for a similar law en- 
acted by the congress of the United 
States in 1863. The thirty-sixth section 
of the earlier statute declared that: 


‘“* # * No shareholder in any association 


under this act shall have power to sell or trans- 
fer any share held in his own right so long as 
he is liable either as principal debtor, surety or 
otherwise to the association for any debt which 
shall have become due and remain unpaid, * 
° © 38 Stat. 67s.” 


This section was, however, omitted 
from, and expressly repealed by, the act 
of 1864; and such repeal must be regard- 
ed as the ‘*‘manifestation of a purpose to 
withhold from banking associations a 
lien upon the stock of their debtors,” 
and a notification to the directors of 
such associations “‘that thereafter they 
must deal with their shareholders as they 
do with other people.” Bullard v Bank, 
18 Wall. 569. It is apparent then, that 
the policy of the amended act was 
to prohibit and prevent liens in favor of 
national banks upon the stock of their 
debtors; and, although this same act 
authorizes such associations to enact by- 
laws for the regulation of their business 
and the management of their property, 
such by-laws are required to be consis- 
tent with the provisions of the act, and 
it is therefore quite certain that the de- 
fendant could not accomplish by indi- 
rection that which was prohibited by the 
law to which it owes its existence. 

But the act of 1864 not only repealed 
section 36 of the earlier act. It also 
contained a provision that no associa- 
tion organized thereunder should make 
any loan or discount on the security of 
the shares of its own capital stock, nor 
be the purchaser or holder of any such 
shares, unless such security or purchase 
shall be necessary to prevent loss upon 
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a debt previously contracted in good 
faith 13 Stat. 10, sec. 35. We have 
here, then, an express inhibition against 
doing the very act which lies at the 
foundation of the defendant’s conten- 
tention; for it is established beyond all 
controversy that whatever lien it has 
or claims upon the stock in question 
was created by way of security for a 
present or future loan of money, and 
not for a past indebtedness. And it 
would seem that, with this much deter- 
mined, the question which is presented 
for our consideration ought not to be 
difficult of solution; for, although the 
inhibitory statute to which reference has 
just been made imposes no penalty for 
its violation, the principle of law is well 
settled in this state that the courts will 
not enforce or sustain a contract, the 
subject matter of which is malum pro- 
hibitum. Crocker v. Whitney, 71 N. Y. 
161. And the defendant’s contract is 
undeniably of that nature. Conklin v. 
Bank, 45 N. Y. 655; Crocker v. Whit- 
ney, supra; Nicollet Nat. Bank v. City 
Bank, 38 Minn. 85. 

But this is a case which, as has been 
stated, involves questions arising under 
a federal law, respecting a corporation 
created by its authority, and in giving 
construction to that law the rulings of 
the federal courts must be regarded as 
controlling. Duncomb v. R. R. Co. 84 
N.Y.191. It becomes important,therefore, 
to ascertain from the source indicated, 
if possible, what effect the violation of 
this statute will have upon the defend- 
ant’s contract of lien which, but for the 
statute above cited, would unquestion- 
ably be perfectly valid and equitable. 

By the terms of section 5136 of the 
Revised Statutes of the United States, a 
national banking association is implied- 
ly, if not expressly, prohibited from 
loaning money upon realestate security ; 
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and, asin the present case, no penalty is 
denounced for the violation of that stat- 
ute. In the case of Bank v. Matthews, 
98 U. S. 621, the plaintiff took, by as- 
signment, a note which was secured by 
a deed of trust, which was likewise as— 
signed to the plaintiff; and the nute not 
being paid at maturity, proceedings 
were instituted to sell the premises de- 
scribed in the trust deed, The grantor 
thereupon filed a bill to enjoin the sale, 
upon the ground that by sections 5136 
and 5137 of the Revised Statutes the 
deed did not inure as a security for the 
loan made by the bank at the time of 
the assignment of the note and deed. It 
was held that the deed was in effecta 
mortgage, but that the bank was entitled 
to enforce its claim for the reason that 
a judgment of ouster and dissolution 
was the only check contemplated by 
congress in prohibiting the taking of 
such security, and that sucha judgment 
was available to the government only, 
and not to an individual. The doctrine 
thus enunciated was subsequently re- 
iterated by the supreme court of the 
United States in a case where a nation- 
al bank had, in open violation of the 
statute, taken a mortgage upon real 
estate as security for past and future in- 
debtedness, in which case it was express- 
ly held that a disregard of the prohibit- 
ory clause of the banking law did not 
vitiate the real estate securities taken for 
loans, but only laid the association tak- 
ing them open to proceedings by the 
government. Bank v. Whitney, 103 
U. S. 99, reversing same case in 71 N.Y. 
supra, 

Still later the precise question now 
under consideration came up for adjudi- 
cation in the same court in a case where 
a stockholder in a national bank bor- 
rowed money of the bank, and pledged 
his stock as security therefor. Failing 
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to pay the debt at its maturity ,the bank 
sold his stock and applied the proceeds 
upon the borrower's indebtedness, who 
thereupon brought an action to recover 
the same, upon the ground that the 
bank was prohibited by statute from 
loaning money ‘‘on the security of. the 
shares of its own capital stock.” The 
trial court charged the jury that: 


“If they found from the evidence that the 
stock was delivered by him [the borrower] to the 
bank as a pledge or collateral security for a 
present loan of money made to him by the bank 
at the time of such delivery, the plaintiff's [who 
were the administrators of the borrower] were 
entitled to recover the amount of the proceeds, 
with interest from the date of the sale, as the 
defendant was prohibited by the currency act 
from thus receiving its own stock.” 


This charge was excepted toand,upon 
a review of the judgment entered upon 
a verdict in favor of the plaintiffs, a new 
trial was granted; the supreme court, in 
its opinion, making use of the following 
language, viz : 


“While this section [section 35, 13 Stat., or 
section 5201 Rev. St.], in terms, prohibits a 
banking association from making a loan upon 
the security of its own stock, it imposes no pen- 
alty, either upon the bank or borrower, ifa loan 
upon such security be made. If, therefore, the 
prohibition can be urged against the validity of 
the transaction by any one except the govern- 
ment, it can only be done before the contract is 
executed, while the property is still subsisting 
in the hands of the bank. It can then, if at all, 
be invoked to restrain ordefeat the enforcement 
of the security. When the contract has been 
executed, the security sold, and the proceeds 
applied to the payment of the debt, the courts 
will not interfere with the matter. Both bank 
and borrower are in such case equally the sub- 
jects of legal censure, and they will be left by 
the courts where they have placed themselves.” 


Thus it will be seen that, while grave 
doubt is expressed whether the prohibi- 
tion in the statute can at any time be 
urged against the validity of the trans- 
action by any one except the govern. 
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ment, it is asserted that it certainly 
cannot be after the contract Has been 
executed, the security sold and the pro- 
ceeds applied to the payment of the debt 
for which it was pledged. In this case 
the bank had applied the dividends de- 
clared upon the stock in question for the 
years 1896 and 1897, in liquidation of the 
pledgor’s indebtedness; and, if obliged 
to surrender the stock itself, the loss, if 
any, would, of course, fall upon the 
stockholders. As was said in the case 
of Bank v. Matthews, supra, it cannot 
be that it was intended by congress 
‘that stockholders and perhaps depos- 
itors and other creditors, should be pun- 
ished, and the borrower rewarded, by 
giving success to this defense whenever 
the offensive act shall occur.” 

The Reports contain many other cases 
where the same principle for which the 
defendant is contending has been ap- 
plied. In the case of Flecknerv, Bank, 
8 Wheat. 339, it was held that the taking 
of usury could not be set up by way of 
defense to a note on which it was taken, 
inasmuch as the statute incorporating 
the bank did not declare such securities 
void; and that it was merely a violation 
of the bank’s charter, for which a rem- 
edy may be applied by the government. 
In another place, where a -defendant 
sued by a national bank for moneys 
which it had loaned him set up as a 
bar that such loan exceeded in amount 
one-tenth part of the bank’s capital 
stock actually paid in, it was held that 
such a defense was not available; that 
when a statute prohibits an act,and even 
when it annexes a penalty for its com- 
mission, it does not follow that the un- 
lawfulness of the act was meant to avoid 
a contract made in contravention of it. 
Gold Mining Co. v. Rocky Mountain 
Nat. Bank, 96 U. S. 640. And in a 
comparatively recent case it was said, in 
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the course of the opinion of the court, 
‘*that it has been repeatedly held by this 
court that where the provisions of the 
national banking act prohibit certain 
acts by banks or their officers, without 
imposing any penalty or forfeiture ap- 
plicable to particular transactions which 
have been executed, their validity can 
be questioned only by the United States 
and not by private parties.” Thompson 
v. Bank, 146 U, S. 240-251. This wasa 
case where the defendant had unlawful- 
ly certified checks drawn upon it, in 
violation of section 5208 of the Revised 
Statutes, and it was held that the checks 
thus certified were good and valid obli- 
gations against the bank. 

It is not to be denied that there are 
several authorities which seem to sup- 
port the converse of the proposition 
which these cases establish. We have 
already cited two which expressly de- 
clare that contracts made in violation of 
the provisions of the national banking 
law cannot be enforced; but one of these 
(Crocker v. Whitney, supra) as has al- 
ready been stated, was reversed by the 
supreme court of the United States, and 
the other (Conklin v. Bank, supra) we 
do not feel at liberty to follow, in view 
of the decisions to the contrary by the 
ultimate tribunal whose jurisdiction of 
these questions is such as to invest its 
adjudications with the quality of stare 
decisis. 

It remains only to consider one or two 
other authorities upon which great reli— 
ance is apparently placed by the plain- 
tiff, by reason of the fact that they are 
also decisions of the supreme court of 
the United States. The case of Bank v. 
Lanier, 11 Wall, 369, was one where the 
plaintiff in error assumed that it had a 
lien upon certain stock for an indebted- 
ness of the stockholder, without having 
made any special agreement on the sub- 
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ject, by virtue of the provisions of sec- 
tion 36 of the currency act of 1863, and 
of a by-law of the bank enacted when 
this section was in force; and it was 
held that, when the restrictions of sec— 
tion 36 fell, the by law fell with them, 
and the bank became subject to the pro- 
visions of the act of 1864. The principal 
question, however, which this case de- 
cides, is that a bank, whose certificates 
declare the stockholder entitled to so 
many shares of stock, which can be 
transferred on the books of the corpor- 
ation, in person or by attorney, when 
the certificates are surrendered, but not 
otherwise, and which suffers a stock- 
holder to transfer to anybody on the 
books of the bank his stock, without 
producing and surrendering his certifi- 
cates thereof, is liable to a bona fide 
transferee for value of the same stock, 
who produces the certificates, with a 
properly executed power ‘of attorney 
to transfer; and this although no notice 
has been given to the bank of the latter 
transfer. In the case of Bullard v. 
Bank, 18 Wall, 589, the defendant was 
organized in 1865. Its articles of asso- 
ciation referred to the act of 1864 and 
then provided that the directors should 

‘*Have the power to make all by-laws that it 
may be proper and convenient for them to make 
under said act, for the general regulation of the 
business of the association and the entire man- 
agement and administration of its affairs, which 
by-law may prohibit, if the directors so deter- 
mine, the transfer of stock owned by any stock- 
holder who may be liable to the association 
either as principal debtor or otherwise, without 
the consent of the board.” 


Subsequently a by-law was adopted 
by the directors, which declared that: 


“All debts actually due and payable to the 
bank [days of grace for payment being passed] 
by a stockholder, as principal debtor or other- 
wise, requesting a transfer, must be satisfied 
before such transfer shall be made, unless the 
board of directors shall direct to the contrary.” 
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And thereafter this by-law was am- 
ended by adding thereto the words fol- 
lowing: 

“And no person indebted to the bank shall be 
allowed to sell or transfer his other stock with- 
out the consent of a majority of the directors; 
and this whether liable as principal or surety, 
and whether the debt or liability be due or not.”” 

It was held that this by-law was not 
‘fa regulation of the business of the 
bank, or a regulation for the conduct of 
its affairs,” within the meaning of the 
national banking act of 1864, and there- 
fore such a regulation as, under the act, 
national banks had a right to make,and, 
consequently, that it furnished no au- 
thority to the bank by which it could 
acquire a lien on its own stock held by 
persons who were its debtors. 

We do not regard these cases as con- 
flicting in principle with these heretofore 
cited, but if we are wrong in our inter- 
pretation of them, the more recent de- 
cisions certainly establish the doctrine, 
most unequivocably, that a contract 
made in contravention of any provision 
ot the national banking act is not, in 
the absence of any declaration to that 
effect in the act itself, void or incapable 
of enforcement; and, this being so, 
we feel constrained to apply that doc- 
trine to the present case. 

Some point is made by the plaintiff of 
the fact that the Levi certificates were 
never actually delivered to the defend- 
ant. This is unquestionably so, and it 
is likewise true that, as a general rule 
personal property, when pledged for the 
payment of a debt, should pass into the 
possession, and remain under the con- 
trol of, the pledgee. 18 Am. & Eng. Enc. 
Law, 595, 598; Black v. Bogert, 65 N. 
Y. 601. The contract in this case, how- 
ever, differs in one essential respect 
from ordinary lien contracts, in that the 
stock was sold, and the certificates 
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thereof were delivered to the purchaser 
upon the distinct agreement, expressed 
in unequivocal language, that the stock 
was subject to a lien for any indebted- 
ness of the holder, and was not trans- 
ferable upon the books of the bank un- 
til such indebtedness was cancelled. In 
these circumstances, we are of the opin- 
ion that it became unnecessary for the 
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bank to retain the certificates. 

Our conclusion of the whole matter is 
that the case was properly disposed of 
at the trialterm, and that the decision 
there rendered should therefore be sus- 
Judgment affirmed, with costs, 


tained. 


GREEN and Warp, JJ,, concur. Har- 
DIN, P. J., and Fo.uett, J , dissent. 


CHECK. 


FORGERY OF DRAWER’S SIGNATURE—DRAWEE CANNOT RECOVER MONEY PAID ON 
FORGED CHECK—INDORSEMENT “FOR COLLECTION” NOT A GUARANTY OF 
GENUINENESS OF DRAWER’S SIGNATURE. 


First Nat, Bank of Belmont v. First Nat. Bank of Barnesville, Supreme Court of Ohio, March 29, 1898. 


1. The general rule that the drawee of a check, draft, or bill of exchange, is held to know 
the signature of the drawer, and makes payment at his own peril, has not been modified in this 
state, except by local custom, as held in Ellis v. Trust Co., 4 Ohio St. 628. 

2. An indorsement of a check, draft or bill of exchange ‘‘for collection,” by one other than 
the payee, does not guarantee that the name of the drawer is genuine. 

3. Such indorsement is a guaranty that the names of the indorsers, then on the paper, are 
genuine, 

4. An indorsement ‘‘for collection” is notice tu the drawee that the indorsee is not the owner 
of the paper, but only the agent of the owner authorized to receive payment for him. 

5. Presentation for payment of a check by a bank which is the indorsee ‘for collection” does 
not justify the drawee bank in relaxing any of its vigilance in determining whether or nat the 
name of the drawer is genuine, 

6. Where the drawer of a check has no account individually with the bank upon which the 
check is drawn, but has an account there as administrator, or in some other trust capacity, it is 
wrong for the bank to pay the check and charge it to the trust account. 

7. The bank of Belmont purchased a check drawn on the bank of Barnesville, from the 
payee thereof, who was known to the cashier, and at his request the cashier wrote the payee's 
name on the back of the check as a blank indorsement. The cashierthen indorsed the check ‘‘for 
collection,” and forwarded it to its correspondent, which also indorsed it ‘‘for collection,” and pre- 
sented it to the drawee bank, which paid it, and charged it to the account of the drawer, as admin- 
istrator, as he had no individual account with the bank. About three months thereafter, the check 
was found to be a forgery, and the drawee bank caused it to be duly protested, and gave notice to 
the Belmont bank and demanded repayment of the money. Held, that the drawee bank was bound 
to know the signature of its depositor, and was negligent in charging the check to his account as 


administrator, and that it had no right to recover the money. 


Error to circuit court, Belmont county. 

Action by the First National Bank of 
Baynesville against the First National 
Bank of Belmont. 
the circuit court reversing a judgment 
of the common pleas for defendant, and 
entering judgment for plaintiff, defend- 
ant brings error. Reversed, and the 
judgment of the common pleas af- 
firmed. 

On the roth day of June, 1893. during 
banking hours, Elwood Horner present. 
ed to the First National Bank of Bel- 
mont a check for $105, purporting tobe 


From a judgment of 


(Syllabus by the court.) 


drawn by J. W. Horner on the First 
National Bank of Barnesville. At the 
request of Elwood Horner, the payee, 
the cashier of the Belmont bank wrote 
Mr. Horner’s name on the back of the 
check, and, in the usual course of busi- 
ness, gave him $105 in cash for the 
check. The Belmont bank then, in the 
usual course of business, indorsed the 
check ‘‘for collection’ and sent it to 
the People’s National Bank of Barnes- 
ville; and that bank, also, in the usual 
course of business, indorsed it ‘‘for col- 
lection,” and presented it to the drawee, 
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the First National Bank of Barnesville, 
and received payment during banking 
hours, in full, on June aist, 1893. The 
fo‘lowing is a copy of the check, with 
all indorsements: 

“No. , Barnesville, June 19, 1893. First National 
Bank, pay to the order of Elwood Horner, one hun- 
dred and five dollars. $105. J. W. Horner.” 

Indorsed: Elwood Horner. 

“For collection account of First Na- 
tional Bank, Belmont, Ohio. William 
Kinney , Cashier.” 

‘For collection account of People’s 
National Bank, Barnesville, Ohio. A. 
E. Dent, Cashier.” 

J. W. Horner, individually, had no 
account with the First National Bank of 
Barnesville, but had an account there 
as administrator, and the bank charged 
the check to his administrator account. 
Upon settlement and balancing his pass 
book, on October 6, 1893, J. W. Hor- 
ner pronounced the check a forgery, 
and refused to allow it on his settlement 
with the bank. 


Thereupon the First 
National Bank of Barnesville caused the 
check to be duly protested on the gth 
day of October, 1893, and caused notice 
to be served by due course of mail on 
the Belmont bank that the check was a 
forgery, and demanded payment of the 


check from that bank. About the ist of 
October, 1893, said Elwood Horner died 
leaving an estate wholly insolvent, of 
which facts the Belmont bank had 
knowledge when it received the notice 
of protest. None of the banks had any 
knowledge that the check was a forgery, 
and all believed it to be genuine. Upon 
these facts, the common pleas court ren- 
dered judgment in favor of the Belmont 
bank, defendant below. The circuit 
court reversed the judgment, and ren- 
dered judgment against the Belmont 
bank, and in favor of the First National 
Bank of Barnesville, for the full amount 
of the eheck, with interest and costs, 
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Thereupon the Belmont bank filed its 
petition in error in this court, seeking 
to reverse the judgment of the circuit 
court, and asking an affirmance of the 
judgment of the common pleas. 
Burkett, J. (after stating the facts) 
Since the case of Price v. Neal, 3 Bur- 
rows, 1354, decided by Lord Mansfield 
in 1762, the general rule has been, and 
is, that, when the drawee of a check or 
bill pays the same to a bona fide holder 
such drawee cannot recover the money 
back upon discovering such check or 
bill to be a forgery. Thedrawee is pre- 
sumed to know the signature of the 
drawer, and if, when the check or bill is 
presented to the drawee for payment,he 
pays the same, and it afterwards turns 
out to bea forgery, he cannot recover 
the money back from the person to whom 
he paid it. When the drawee isa bank, 
there is a much stronger reason for 
holding it to know the signature of its 
depositors and customers than in the 
case of a private individual, because 
banks keep a book in which are pre- 
served the genuine signatures of their 
depositors, customers and correspond- 
ents. That the general rule is as above 
stated is shown by the following au- 
thorities. Nat. Park Bank v. Ninth 
Nat. Bank, 46 N. Y. 77; Smith v, Mer- 
cer, 6 Taunt. 76; Wilkinson v. John- 
son, 3 Barn & C. 428; Nat. Bank of 
Commerce v. Nat. Mechanics’ Bank, 55 
N. Y. 211; Frank v, Bank, 84 N, Y. 
209; Levy v. Bank, 4 Dall. 234; Morse, 
Banks (3d Ed.) 463; 2 Daniel, Neg. Inst. 
(3d Ed.) secs. 1359, 1655; Northwestern 
Nat. Bank v. Bank of Commerce, 107 
Mo. 402; Commercial & Farmers’ Nat, 
Bank v. First Nat. Bank, 30 Md. 11; 
Deposit Bank v, Fayette Nat. Bank, 90 
Ky. 10; Nat. Bank v. First Nat, Bank, 
151 Mass. 280; Nat. Park Bank v. Sea- 
board Bank, 114 N, Y. 28; 5 Am, & 





418 


Eng. Enc, Law (2d Ed.) 1071; Ellis v. 
Trust Co., 4 Ohio St. 628. 

This last case fully recognizes the 
general rule, but the majority of the 
court, two judges dissenting, held that 
there was a local custom among banks 
at Cincinnati to the effect that, before 
purchasing bills or checks drawn upon 
other banks in that city, the purchasing 
bank should have the identity of the 
person offering to dispose of the paper 
fully shown, and make careful inquiry 
as to his right to the paper, and as to its 
being genuine, and that the purchasing 
bank in that case, having neglected the 
customary precautions, was guilty of 
such negligence as to make it liable to 
pay back the money received on the 
forged bills. The court was careful to 
say that it was dealing only with the 
case then under consideration; and the 
right to recover back the money in that 
case is founded upon the local custom, 
and the general rule is not modified fur- 
ther than to hold that in view of the 
local custom, known to both banks, the 
purchasing bank was guilty of such neg- 
ligence in taking the bills from an un- 
identified stranger as to render it liable 
to pay back the money when the bills 
turned out to be forgeries. 

It is urged that, as the check was pre- 
sented for payment to the drawee bank 
. by another bank in good standing, the 
drawee bank had a right to presume 
that the check was all right, and, rely- 
ing upon such presumption, it was 
thereby thrown off its guard, and was 
less careful in scrutinizing the signature 
to the check than if the same had been 
presented at its counter for payment by 
an individual. A holding to this effect 
has been made in a few cases wherein 
the indorsements were unrestricted, but 
when the indorsement is “ for collection” 
pr “for account of,” it is notice to the 
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drawee that the bank presenting the 
check or bill for payment is not the 
owner, but only the agent of the owner, 
and that the money is to be remitted to 
the owner, back through the same chan- 
nel through which the check or bill was 
received by the collecting bank. In 
such cases the collecting bank acts as 
agent or servant of the owner, and the 
drawee bank is not justified in relaxing 
its vigilance. 

Some years ago the practice of indors- 
ing checks ‘for collection” or “for ac- 
count of,” had become almost universal; 
and when it was decided in the above 
cases of Nat. Park Bank v. Seaboard 
Bank, and Northwestern Nat. Bank v. 
Bank of Commerce that the drawee bank 
could not recover back the money, in 
the one case from the collecting bank,or 
in the other from the bank owning the 
draft, it startled the banks located in 
large cities and awakened them to the 
dangers attending the payment of such 
drafts or bills; and the result was that 
in the year 1896 the clearing house in the 
City of New York adopted a rule to the 
effect that its members should not send 
through the exchanges any paper having 
any qualified or restrictive indorsements 
such as ‘‘for collection” or ‘‘for account 
of,’’ unless all indorsements were guar- 
anteed by the bank sending such paper. 
This action was soon followed by the 
clearing houses in other cities, and in 
some of them all indursements are re- 
quired to be either in blank, or ‘‘pay to 

or order.” By this action of the 
clearing houses, indorsements “for col- 
lection” or ‘‘for account of,” have fallen 
into disuse, and the banking business of 
the country is now done almost univer- 
sally upon unrestricted indorsements. 
The decisions of the courts as to the 
rights and liabilities of the parties to 
paper with unrestricted indorsements 
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thereon vary somewhat in different 
states; but in this state the general rule 
that the drawee bank is bound to know 
the signature of the drawer has not been 
modified further than as permitted by 
local custom, as in Trust Co. case above 
cited. 

It is urged that the Belmont bank, 
having indorsed the check, thereby guar- 
anteed that the signatures of the drawer 
and indorsers were genuine, and some 
cases are cited to that effect. People’s 
Bank v. Franklin Bank, 88 Tenn. 299, 
‘First National Bank of Danvers v. First 
Nat. Bank of Salem, Ist Mass, 280. 
Other cases hold that an indorser does 
not guaranty that the name of the drawer 
is genuine, but that the drawee must 
determine that for himself, and at his 
own peril. Bank v. Boutell, 60 Minn. 


189, and cases there cited. 
In the cases in which it has been held 
that the indorsement is a guaranty, to 


the effect that the name of the drawer is 
genuine, the indorsements were unre- 
stricted, and therefore indicated an 
absolute transfer and sale of the paper. 
But when the indorsement is for collec- 
tion only, as in this case, it indicates on 
its face that the indorser remains the 
owner of the paper, and that his succes- 
sive indorsees are only his agents for the 
sole purpose of collecting the paper and 
remitting the proceeds to him. Such a 
restricted indorsement does not authorize 
a subsequent indorsee to negotiate the 
paper. His only power is to collect it, 
and the drawee bank is bound by the 
notice in the indorsement. Such an 
indorsement is not a guaranty that the 
name of the drawer is genuine, but only 
that the names of the indorsers then on 
the paper are genuine. Mechanics’ 
Bank v. Valley Packing Co.,70 Mo. 643, 
4 Mo. App. 200; Northwestern Nat. 
Bank v. Bank of Commerce, 107 Mo. 
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402. In the case now under considera- 
tion the drawer’s name was a forgery, 
but the name of the payee indorsed on 
the check was genuine, having been 
written by the cashier at the request of 
the payee. 

It has been urged that, if the payee 
had been required by the cashier to 
write his name upon the check, it might. 
have shown that his name in the body 
of the check had been written by him-, 
self, and thus lead to a detection of the 
forgery. But in the above case of First 
Nat, Bank of Danvers v. First Nat. 
Bank of Salem the payee indorsed the 
check, and the handwriting was the 
same in both names, payee and indor- 
ser; and yet the forgery was not thereby 
detected, and the court attaches no im- 
portance to the fact in its decision of the 
case. Inthat case, and in the above 
case in 4 Ohio St. 628, and in nearly all 
the cases in which the money has been 
recovered back, the bank purchasing the 
check or bill took it from an unidentified 
stranger; and this has often, though 
not always, been held to be such negli- 
gence as would authorize a recovery of 
the money. But in the case at bar the 
facts do not show Elwood Horner to 
have been a stranger to the cashier of 
the Belmont bank, because, as soon as 
he was notified of the forgery, he point- 
ed out that Mr. Horner had died only a 
few days before, and that his estate was 
wholly insolvent. He was therefore 
known, and required no identification, 
and the cases which turn upon the un- 
identified stranger have no application 
to this case. 

Again, it is conceded that J. W. Horner 
had no individual account with the 
First National Bank of Barnesville, ithe 
drawee, and that the bank charged the 
check to his account as administrator: 
This was not only irregular, but wrong, 
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The bank should have refused payment, 
and allowed the check to go to protest; 
or, if it desired to favor Mr. Horner, it 
should have notified him that his check 
was at the bank, and no funds with 
which to pay the same. Had this been 
done, the forgery would have been dis— 
covered at once, and notice would have 
been given to the Belmont bank, and 
that bank would then have had recourse 
on Elwood Horner, who indorsed and 
sold the check. Whether he was then 
solvent or not does not appear, and is of 
no importance. The bank would have 
had its recourse against him within 
three or four days after it parted with 
its money,and such recourse is regarded 
in commercial transactions as a valuable 
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right; and of this right the Belmont 
bank was deprived by the acts of the 
Barnesville bank in not detecting that 
the name of its depositor was forged to 
the check, and in negligently charging 
it to his account as administrator. It is 
therefore clear that the Belmont bank 
was guilty of no negligence, and that 
the loss occurred by reason of the acts 
of the First National Bank of Barnesville, 
and that it would be unconscionable to 
permit it to recover the money back 
from the Belmont bank, The judgment 
of the circuit court is therefore reversed, 
and that of the common pleas affirmed. 
Judgment accordingly. 


Minshall, J., dissents. 


NEW LEGISLATION. 
THE NEGOTIABLE INSTRUMENTS LAW OF MASSACHUSETTS. 


The legislature of the state of Massa- 
chusetts has enacted the Negotiable 
Instruments Law. It goes into effect 
January 1, 1899. Under this law, days 


PREPAYMENT OF POSTAGE 


On July 1, a law which was passed by 
the present congress went into effect, 
which provides that the postoffice de- 
partment shall neither return nor for- 
ward any second, third or fourth class 
matter until the full amount of postage 
required has been paid. 

Heretofore the department has for- 
warded such matter and collected the 
extra postage due, but from this time a 


of grace are abolished entirely. Under 
the existing law of Massachusetts days 
of grace are abolished, except on sight 
drafts. 


ON PAPERS AND PACKAGES. 


package which is deposited in the office 
without sufficient postage, or which is 
not received by the person for whom it 
is intended when it reaches the office to 
which it is addressed will not be moved 
until the full postage has been paid. If 
this payment be not made within a rea- 
sonable length of time the package 
will find its way to the dead letter 
office, 


PRIVATE MAILING CARDS. 


An act to amend the postal laws re- 
lating to use of postal cards. (Pub. Acts 
Cong. No. 105) 

Be it enacted, etc. That from and 
after the rst day of July, 1898, it shall 
be lawful to transmit by mail, at the 
postage rate of a cent apiece, payable 
by stamps to be affixed by the sender 
and under such regulations as the Post- 


master-General may prescribe, wriiten 
messages on private mailing cards, such 
cards to be sent openly in the mails, to 
be no larger than the size fixed by the 
convention of the Universal Postal Union, 
and to be approximately of the same 
form, quality and weight as the stamped 
postal card now in general use in the 
United States. Approved May 19, 1898. 





COLLATERAL LOANS. 


A CONTRACT FOR COLLATERAL LOANS. 


The following form of agreement has 
been prepared, approved at the New 
York Clearing House, and is now used 
by many of the banks in the city of New 
York in making call loans uponcollateral, 
instead of the collateral note which for- 
merly was given for each loan. This 
change of method was necessitated by 
the war revenue law under which prom- 
issory notes are taxed 2 cents per $100, 
which would have resulted in too heavy 
a burden for this class of business to 
bear, 


Now, instead of giving a new note 
each time a substitution of collateral 
takes place, the one contract answers 
the purpose. 


KNOW ALL MEN BY THESE PRESENTs, That the 
undersigned, in consideration of financial ac- 
commodations given, or to be given, or con- 
tinued to the undersigned by the Bank of 
the City of New York, hereby agree with the 
said Bank that whenever the undersigned shall 
become or remain, directly or contingently, in- 
debted to the said Bank for money lent, or for 
money paid for the use or account of the under- 
signed, or for any overdraft or upon any en- 
dorsement, draft, guarantee or in any other 
manner whatsoever, or upon any other claim, 
the said Bank shall then and thereafter have the 
following rights, in addition to those created by 
the circumstances from which such indebtedness 
may arise against the undersigned, or his, or 
their executors, administrators or 
namely: 

1. All securities deposited by the undersigned 
with said Bank, as collateral to any such loan 
or indebtedness of the undersigned tosaid Bank, 
shall also be held by said Bank as security for 
any other liability of the undersigned to said 
Bank, whether then existing or thereafter con- 
tracted; and said Bank shall also have a lien 
upon any balance of the deposit account of the 
undersigned with said Bank existing from time 
to time,and upon all property of the undersigned 
of every description left with said Bank for safe 
keeping or otherwise, or coming to the hands of 


assigns, 


said Bank in any way,as security for any liabil- 
ity of the undersigned to said Bank now existing 
or hereafter contracted. 

2. Said Bank shall at all times have the right 
to require from the undersigned that there shall 
be lodged with said Bank as security for all 
existing liabilities of the undersigned to said 
Bank,approved collateral] securities to an amount 
satisfactory to said Bank; and upon the failure 
of the undersigned at all times to keep a margin 
of securities with said Bank for such liabilities 
of the undersigned, satisfactory to said Bank,or 
upon any failure in business or making of an 
insolvent assignment by the undersigned, then 
and in either event all liabilities of the under- 
signed to said Bank shall at the option of said 
Bank become immediately due and payable, 
notwithstanding any credit or time allowed to 
the undersigned by any instrument evidencing 
any of the said liabilities. 

3. Upon failure of the undersigned either to 
pay any indebtedness to said Bank when be- 
coming or made due, or to keep up the margin 
of collateral securities above provided for, then 
and in either event said Bank may immediately 
without advertisement, and without notice to 
the undersigned, sell any of the securities held 
by it as against any or all of the liabilities of the 
undersigned, at private sale or Broker’s Board 
or otherwise and apply the proceeds of such sale 
as far as needed toward the payment of any or 
all of such liabilities together with interest and 
expenses of sale, holding the undersigned re- 
sponsible for any deficiency remaining unpaid 
after such application. If any such sale be at 
Broker’s Board or at public auction, said Bank 
may itself be a purchaser at such sale free from 
any right or equity of redemption of the under- 
signed, such right and equity being hereby ex- 
pressly waived and released. Upon default as 
aforesaid,said Bank may also apply toward the 
payment of the said liabilities all balances of 
any deposit account of the undersigned with 
said Bank then existing. 

It is further agreed that these presents con- 
stitute a continuing agreement,applying to any 
and all future as well as to existing transactions 
between the undersigned and said Bank. 


Dated,New York, the......day of........ 189... 
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FRANCIS HALPIN. 


Mr. Francis Halpin, cashier of the Chemical 
National Bank of New York, was born in 
the City of Brooklyn, October 15th, 1853. 
His paternal uncle was the late lamented 
Charles G, Halpine, better known as Miles 
O’Reily. After a preparatory course in private 
schools, he attended for three years Holbrook’s 
Military School at Sing Sing, N. Y. At the age 
of 16 he entered the service of the Chemical Na- 
tional Bank as messenger. Beginning at the 
bottom of the ladder, his industry, devotion to 
his duties and the remarkable aptitude he dis- 
played, won the confidence of his employers and 
insured his own rapid advancement to posts of 
greater responsibility. Thoroughly mastering 
the details of each grade through which he 
passed, his successive promotions up to the re- 
sponsible position he now holds were but the 
natural result of ability of a high order em- 
ployed in the faithful discharge of duty. 

In filling each successive position he demon- 
Strated his competence to perform others of a 
higher order. Becoming in turn assistant pay- 
ing teller, then receiving teller, in 1890 he was 
made discount clerk, in May 1892 he was ap- 
pointed assistant cashier and on February 2, 
1898, he became cashier of the bank. 

His fine physique and robust health withstood 
the severe strain imposed by close application, 
and have enabled him to stick to his post with- 
out intermission during the entire period of his 
connection with the bank, with the exception of 
a few weeks spent by him in Europe in i88o. 


Mr. Halpin’s promotion to a position of such 
grave responsibility is due to lofty aims,sterling 
integrity of purpose and the confidence and re- 
spect his high character and abilities have in- 
spired. 

Aside from the arduous duties of his position, 
Mr, Halpin’s taste leads to an active participa- 
tion in military affairs. He was one of the ori- 
ginal members of Troop—now Squadron—A, 
National Guard of the State of New York at the 
time of its formation in 1889, and served with it 
in the Buffalo Railroad Strike in 1892, and 
in the Brooklyn Street Railroad strike of Janu- 
ary, 1895. In May, 1896, he withdrew with the 
rank of first lieutenant. He afterwards became 
first lieutenant of Co. K, Second Regiment In- 
fantry, National Guard of New Jersey, until 
compelled by the incessant demands of his po- 
sition as cashier, to resign. 

In 1890, Mr. Halpin married Rosalie, young- 
est daughter of Francis Tome, Esq., and two 
children are the issue of the marriage. Mrs. 
Halpin is related to the Iselin’s of this city and 
her mother was the daughter of the late David 
Hadden of the well-known silk importing house 
of Hadden & Co., which was established in 1830 
and is now carried on by the third generation of 
the founder’s family. 

Mr. Halpin is thoroughly domestic in his 
tastes and devoted to home life and his inter- 
esting family, but still finds time to be an active 
member of the New York Historical Society and 
the Military Club of New York. 


THE PAINE BANKING BILL. 


To the Editor:— 


I have read with much interest your editorial 
in the June number of the BANKING LAW JouRNAL 
at page 315 relating to the issuing of circulatirg 
notes by State banks together with the proposed 
law at pp. 351, 356. 

I noticed an editorial in the N. Y. Daily Times 
of April 8th last stating that this bill ‘‘is well 
worth noting as a plan by a competent financier 
to provide a banking currency by the simplest 
feasible methods.” I cordially indorse the same. 


The measure is evidently the result of very 
much study. 

Having been a State bank examiner, I know 
that such a law would meet with the hearty ap- 
proval of the State banks of deposit and dis- 
count, 

If each one of your readers,who approves the 
bill, would take the trouble to write to his Con- 
gressional Representatives, such action would 
presumably insure the adoption of the measure. 


Wallace Darrow. 
New York, July 9, 1898. 
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INQUIRIES AND CORRESPONDENCE. 


This department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and places of 
those submitting inquiries are published, unless special request is made to the contrary. 


**No Protest.” 


Philadelphia, July 11, 1898. 
Editor Banking Law Journal: 

DEAR Str—Kindly answer the following: How 
far are the words “no protest” legally binding 
as an instruction when written or printed ona 
memorandum attached toa note or draft, but 
NOT WRITTEN in the letter transmitting the item 
for collection? 

Yours, 
WYALNSING, 

Where the words ‘‘no protest” are 
written across the face of a draft, at the 
time it is issued, this constitutes in law, 
a waiver of protest. Citizens Bank v. 
Millett, Court of Appeals, Kentucky, 
B. L. J., April, 1898. 

Where such words are written or 
printed on a memorandum attached to 
the draft at the time of issue, they 
would probably have, in law, like effect 
as a waiver of protest, and justify a bank 
which receive the draft for collection,in 
omitting the protest. 

But it has never yet been so decided; 
and furthermore, an unsigned and de- 
tachable waiver would seem unsatisfac— 
tory in practice, and safer to be disre- 
garded, than to be followed, in all cases 
where there are indorsers contingently 
liable upon dishonored paper. If pro- 
test is omitted and recourse upon in- 
dorsers lost, the collecting bank, instead 
of having for its justification a written 
letter of instruction bearing the signa- 
ture of its principal, has merely to show 
a detachable ‘‘no protest” slip, which 
none of the prior parties may be willing 
to father, but all to disclaim. If the 
collecting bank can prove the slip was 
attached to the draft at time of issue, 


then, as said, the law would probably 


construe it as a waiver of protest by all 
parties through whose hands the draft 
passed; but the difficulty might be in 
proving that the slip was attached by 
any of the parties to the draft, or any 
one having authority to instruct the col- 
lecting agent to omit protest. The un- 
satisfactory character of such a slip asa 
definite and authoritative instruction 
from principal to agent would seem to 
make it wiser for collecting banks to 
choose the alternative in all cases of in- 
dorsed paper, of disregarding it, at risk 
of dispute about the protest fee, rather 
than to obey it, and run the risk of lia- 
bility for releasing indorsers. 


“‘Contango.” 


New York, July 16, 1898. 
Editor Banking Law Journal: 


DEAR Sir:—Will you please state the meaning 
of the term ‘‘Contango,” as used in transactions 
on the London Stock Exchange, 


Bookkeeper, 


**Contango” or ‘*Carrying-over Rate,” 
is a sum of money paid by the purchaser 
of stocks or shares for the indulgence of 
being allowed to defer payment for 
them to a subsequent settlement to that 
for which they were originally bought. 
The amount of the rate varies in propor- 
tion to the length of the account and ac- 
cording to the class of securities dealt 
in and the market rate of money at the 
time. ‘‘Contangoing of the market” is 
the term used when the money required 
to enable securities to be carried over is 
obtained either from a bank, or from 
some person who is not a member of the 
Stock Exchange or a party to the con- 
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tract, ‘‘Contango” is the converse of 
‘“‘Backwardation,” which is a sum of 
money paid to a person who has bought 
securities for the ensuing account, in 
consideration for his allowing delivery 
to be postponed until a subsequent ac- 
count. This only becomes payable when 
there is a large ‘‘bear” or selling account 
open, ‘‘Contango-day” is the first day 
of the bi-monthly settlement. It is the 
day on which all speculative and other 
transactions which are not intended to 
be completed during the current settle- 
ment are carried over to the following 
settlement. It was formerly called 
‘‘making-up day.” 


Loan to Township Trustee. 


, Ind, July ro, 1898. 
Editor Banking Law Journal: 

DEAR Sik:—A bank loans money to a school 
township trustee to pay teachers’ salaries due 
by the township, taking his note therefor, as 
trustee. At the time, the trustee has money on 
hand for this purpose, but the bank is unaware 
of this and loans money on the supposition that 
there are no township funds. Has bank a good 
cause of action against township? 

Discount Clerk. 


While it is true that a debt for a 
teacher's salary is one the trustee has 
power to bind his township to pay, and 
can borrow money therefor and bind his 
township for payment of the loan, this 
is so only where the trustee has no 
money on hand for that purpose. If he 
has sufficient on hand to pay the salaries, 
he has no power to borrow money for 
that purpose and bind the township for 
its repayment; and the bank’s want of 
knowledge will not avail it, as the fact 
that there are school funds in the hands 
of the trustee is a public one which the 
bank is bound to know. Under the facts 
stated, the bank would seem to have no 
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recourse against the township. See, 
as verifying these statements, Clinton 
School Township v. Lebanon National 
Bank, 18 Ind. App, Ct. Rep. 42. 


Application of Bank Deposit. 


Jackson, Mich, July 11, 1898. 
Editor Banking Law Jourual: 

Dear Sir:—A and B are indebted to this 
bank jointly on a promissory note. A alone has 
a deposit to his creditin bank. Has bank the 
right to apply this deposit upon joint note of A 
and B? 

Cashier. 


The bank may apply the amount to 
the credit of its depositor to a debt due 
to it by such depositor jointly with an- 
other. 67 Miss. 60. 


Bank as Bondsman. 


——, Kansas, July 5, 1898. 
Editor Banking Law Journal: 

Deak Six:—Is a state bank in this state com- 
petent, in its corporate capacity, to execute a 
bond for the plaintiff in an attachment suit? 

President. 


We think not. There is no such stat- 
utory grant of power, nor would the 
courts accept such a surety as sufficient 
under the statute. We recently pub- 
lished a decision by a Kansas court in 
which an order of arrest was vacated 
because the undertaking was executed 
by the “Larned State Bank by Clark 
Gray, President,”—on the ground that 
the bond did not comply with the stat- 
ute which requires ‘‘one or more suffi- 
cient sureties,” The court said it was 
no part of the business of banks to be- 
come surety on undertakings, and the 
unauthorized act of the president in 
signing an undertaking for the bank 
would not bind it in case of liability. 
See B. L. J. Feb. 1898, p. 106, 
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NEWS AND TOPICS. 


Embracing Items of Interest in all the States. Readers are requested to communicate matters arising locally 
to enhance the interest and value of this department. 


NEW COUNTERFEIT $10 U. S. NOTE. 


Dickerman & Holler, Publishers of Dicker- 
man’s United States Treasury Counterfeit De- 
tector, New York, announce, under date of July 
6th, the detection of a new counterfeit, which 
they describe in their circular, as follows: 

“*This new counterfeit was put in circulation 
at Coney Island, N. Y., on July 4th, and is on 
the issue of the Act of March 3d, 1863, series 
of 1880, check letter C 8, Treasury number 
A13,277,084. Small scalloped seal. Signed J. 
Fount Tillman, Register of the Treasury; D. N. 
Morgan, Treasurer of the United States. Por- 
trait of Webster. The most noticeable defects 
are the color of the Treasury numbers, also seal 
and vignette in lower right corner of note. The 
treasury numbers are irregular in formation 
and of a darker blue color than on genuine. The 
seal is a brick-red instead of carmine. The 
vignette representing Columbus presenting the 
newly-found America to her sisters of Europe, 
Asia and Africa, has a blurred appearance, the 
folds of the coat on Columbus being scarcely 
distinguishable, while the skirt of the Indian 
girl, particularly the fur border at the bottom, 
which are very plain in the genuine, cannot be 
seen in the counterfeit, all being blurred. The 
lathe work and the portrait of Webster are good. 
The lettering has a flat appearance, not stand- 
ing out boldly as in the genuine. 

*‘In the panel on right end back of note the 
printing of the penalty is imperfectly done, in 
most of the letters, particularly the ‘‘a’s” and 
**n’s”, the light up stroke is generally missing, 
as if the lettering had been made wholly with 
down strokes. 

‘The note is printed on two pieces of paper, 
between which silk fibre is placed, closely imi- 
tating the genuine, but the surface is raised 
over the fibre and may be felt by rubbing the 
finger over it. ; 

‘Credit is due to Mr. George Miller, cashier 
Long Island Railroad, Long Island City, N. Y., 
for the detection of this counterfeit.” 


Kansas LENDs THE East. While ona recent 
visit to Western Kansas, Bank Commissioner 
Breidenthal was surprised to find that a Rush 
county bank holds the notes of two of the largest 


corporations doing business in Pennsylvania. 
One note is for $15,000, another for $10,000. In 
the aggregate they amount to as much as the 
capital stock of the bank, These companies do 
millions of dollars’ worth of business yearly, ° 
and are heavy borrowers. The Kansas bank 
had money to spare and took the low rates of 
interest an eastern manufacturer would pay 
rather than hold its money idle. 


The partnership existing between John W. 
Francis and J. E. Sterrett, under the firm name 
of John W. Francis & Co. terminated by limita- 
tion and a new partnership was formed on July 
Ist between the same parties, who will continue 
the business as Francis & Sterrett, Public Ac- 
countants and Auditors, at 410-11 Penn Mutual 
Building, Philadelphia, and 120 Broadway,New 
York. In the partnership notice issued by the 
firm the members express the hope ‘‘by earnest 
application and careful attention to the interests 
of our clients, to merit from them a continuance 
of their valued patronage.” 


Ata meeting of the Board of Directors of the 
First National Bank of Washington, N. J., held 
July 11, Mr. Joseph B, Cornish of the firm of 
Cornish & Co. was elected Vice President, and 
Mr. John H. Bowers of the Bowers Snuff & 
Tobacco Co. of Changewater, N, J., was elected 
a Director to fill the vacancy occasioned by the 
death of the late Sam’! T. Smith. 


Mr. Dawes, the comptroller of the currency, 
has made the following statement regarding the 
general condition of the national banks at the 
close of the fiscal year: 

The past year has been one of growth and ex- 
pansion in the business of national banks of the 
country as reports of their present condition, 
compared with former reports clearly indicate. 
The individual deposits of the banks, which, on 
July 23, 1897, were $1,770,480,563 reached on 
May 5, 1898, the sum of $1,999,308,438 and the 
five statements called for during the past year 
show that the rate of gain was quite uniform, 
The declaration of war did not stop this gain, 
the increase between Feb. 18, and May 5 of this 





426 


year being $16,647,505, and the individual de- 
posits of the nationa! banks of the United States 
now stand at the highest point in the history of 
the system. 

The expansion in loans since May 14, 1897, 
has been $173,728,565. 

The concurrent expansion in the loans and 
individual deposits of our banking system is the 
best possible evidence of growing confidence in 
the business and banking world. Increasing 

‘deposits with contracting loans, or decreasing 

deposits with increasing loans, are conditions 
which may exist without being considered as 
necessarily indicating prosperous conditions, 
but the conjunction of a steady increase in loans 
with a steady increase in deposits is almost 
without exception the evidence of marked in- 
crease in the activity of profitable business ex- 
changes of the country and its general pros- 
perity. 


Secretary of State Lesueur has mailed blanks 
to over 7,000 corporations for the purpose of 
their compliance with the laws of Missouri re- 
quiring an annual report and an annual anti- 
trust affidavit. These blank are required to be 
filled out and returned to the secretary immedi- 
ately after the first day of July, and if not so re- 
turned before the first day of October it becomes 
the duty of the secretary of state to certify the 
delinquents to the prosecuting attorneys for 
prosecution. As many corporations, especially 
in St. Louis, Kansas and St. Joseph, have been 
mulcted in heavy finesand costs for neglecting to 
file their papers, it would be well for them and 
all others to attend to the matter immediately 
after July 1, as the secretary of state says that 
nine-tenths of the delinquents are the result of 
carelessness and inadvertence. 


To carry out the provisions of the Sundry 
Civil Appropriation bill regarding the distribu- 
tion of minor coin, J. F. Meline, acting Treas- 
urer of the United States, has issued a circular 
letter notifying all persons interested that upon 
the deposit of $20 or more in currency at any 
Sub-Treasury, the Government will transmit 
from the most convenient Treasury office an 
equal amount of one-cent or five-cent coins by 
express, free of charge, at the risk of the Gov- 
ernment, or by registered letter, without fee, at 
the risk of the consignee. 


The amount to the credit of depositors in the 
Dominion of Canada post-officesavings banks at 
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the close of the fiscal year on June 30 was $48- 
577,000, as compared with $47,130,000, an in- 
crease for 1898 of $1,447,000. The total revenue 
of the Dominion for the month of June was $3,- 
221,000, against $2,314,000, in June, 1897, an 
increase of $907,000, due altogether to customs 
and excise. The post-office revenue for the fis- 
cal year just closed shows an increase over 1897 
of $200,000. 

Judge Payne on June 29, at Chicago,rendered 
judgments aggregating $51,887. 98,against South 
Town Collector John Ernst in favor of the six 
national banks from whom Ernst forcibly col- 
lected taxes last spring. The matter had been 
amicably settled, and the judgments were paid 
in open court, They were in favor of the fol- 
lowing banks: First National Bank $32,921.27; 
National Bank of America,$5,492.63; Fort Dear- 
born National Bank, $3,177.29; Globe National 
bank,$2,447.51; Bankers’ National bank,$954.71; 
Northwestern National bank, $6,894.67. The 
amount returned by the collector is about r4 per 
cent of the sum originally collected from the 
banks and paid under protest. The adjustment 
is uniform, each institution receiving the same 
percentage of its former payments. 


The annual convention of the N. Y. State 
Bankers’ Association isto be held at Niagara 
Falls, Friday and Saturday, July 22nd and 
23rd. 

At a meeting of the directors of the National 
Bank of Elkton, held in Elkton, Md., recently, 
Mrs. Evelyn S. Tome was elected to the presi- 
dency of the bank, to succeed her late husband, 
the late Jacob Tome. Mrs. Tome now enjoys 
the distinction of being the only woman in the 
land who is President of two national banks,she 
having several months ago been elected Presi- 
dent of the Cecil National Bank of Port Deposit. 
Mr. Henry H. Brady of Cheasapeake City was 
re-elected Vice-President of the Elkton bank. 
Mrs. Tome is also President of the Jacob Tome 
Institute, and her duties in directing the affairs 
of that institution of learning, with those of her 
new positions, will make her life one of active 
care, and equalled in responsibility by few, if 
any, women. 

The National Bank of Elkton can be said to 
be truly a woman’s bank, as, besides the shares 
of Mrs. Tome, shares are held by Mrs. John A. 
Creswell, widow of the late ex-Postmaster- 
General Creswell, and Mrs. David Scott, both 
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of Elkton, the latter two holding the majority 
of stock outside of the 820 shares held by Mrs. 
Tome. 


WILLIAM H. RHAWN. 


OBITUARY. 

William Henry Rhawn, the well-known 
banker and ex-President of the American Bank- 
ers’ Association, died June 27 at his residence at 
Foxchase,a suburb of Philadelphia, aged sixty- 
six years. Mr. Rhawn was connected with the 
banking business from his youth,and for thirty- 
two years was President of the Bank of the 
Republic, which went into liquidation last year. 
Since the organization of the American Bankers’ 
Association in 1876 Mr, Rhawn had been an 
active member. He was in turn member of its 
executive council, chairman in 1891 and 1892, 
and President in 1893. 

Mr. Rhawn was Vice-President of the Na- 
tional Exchange Bank, and consolidated it with 
the National Bank of the Republic in 1870. He 
was for several years Vice-President of the 
Fame Fire Insurance Company; was chairman 
of the committee charged with the reorganiza- 
tion, without the aid of a receiver, of the Lake 
Superior and Mississippi Railroad Company,and 
Vice-President of the latter from 1877 to 1888; 
was the founder and first President of the Guar- 
antee Trust and Safe-Deposit Company in 1872, 
spending three or four years in securing its 
permanent location and in superintending the 
erection of its building and vaults; was for 
twenty-six years a trustee of the Penn Mutual 
Life Insurance Company; and was President of 
the Soldiers’ Home from 1876 until its dissolu- 
tion in 1889, and was a councillor of the Edu- 
cational Home. 

Mr. Rhawn was active in all philanthropic 
work and an energetic worker in the cause of 
good roads, 


BOOK NOTICE. 


The Washington Law Book Co., 1422 F. St., 
N. W., Washington, D, C., have issued in con- 
venient form for reference, the War Revenue 
Law of 1898 with index. 8 vo., paper, price, 25 
cents; also the U.S. Bankruptcy Law, 1898, 
with index; annotated by U. S. Attorney- 
General, 4to., paper. Price, 50 cents. 


ADVERTISING MANAGER'S COLUMN. 


In our financial pages of this issue appears 
the advertisement of W. L. Williamson,Lisbon, 
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North Dakota which we feel will be of interest 
to all conservative investors and should appeal 
to the most careful having money to loan. Mr. 
Williamson’s invitation to an exacting investi- 
gation of his reliability and business ability is 
all the seeker for safe investments canask, He 
has been a reader of the BANKING Law JOURNAL 
for a number of years and has an experience of 
13 years in the Real Estate business. 

The Value of Real Estate investments is un- 
questioned and with the personal selecting of 
securities by Mr. Williamson in the famed 
‘*NuUMBER ONE HaRD Wueatr BELT OF NoRTH 
Dakora” and the growing prosperity of the 
North Dakota farmer, an inviting field for in- 
vestments is opened. 


——__>____—__ 


Many unpleasant disputes between bank and 
depositor, and much loss to the former arising 
from mistake in payments, might be averted if 
the depositor was properly educated in the mat- 
ter of keeping his part of the bank account, The 
law, for example, fails to make it the duty of a 
bank depositor to examine returned checks and 
compare with his pass-book balance for the pur- 
pose of detecting errors and forgeries, and asa 
result of not being compelled to do this, all 
bankers are familiar with the losses which they 
frequently incur by reason of paying forged 
checks which have remained undetected long 
after their return to the depositor, and which, if 
prompt discovery had been made by the depos— 
itor and the bank notified, might have resulted 
iu the bank’s recovering the money, or some 
part thereof, before all chance so to do was to- 
tally lost. 

As the law does not compel a bank depositor 
to do his part in keeping his bank account 
straight, and as the majority of depositors are 
wofully lax in this respect, it is with consider- 
able pleasure that we notice the new system, in- 
vented by Mr. J. H. Meath of Buffalo, and 
which is: briefly described in our advertising 
pages, designed to enable every bank depositor 
to keep his account properly and satisfactorily. 
We have not space here to go into the details of 
this ‘‘Combination Bank Account System,” but 
Mr. Meath has made a study of the problem and 
itis certainly to the interest of bankers to inves- 
tigate his system and, when convinced that it 
has the merit claimed, it should be money saved 
to each bank to cause its adoption by depositors, 
The banks are exceptionally up-to-date and ex. 
pert in keeping their own books of account; isit 
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not to be wondered at that heretofore they have 
made so little effort to introduce a proper system 
of bank account keeping and verification in the 
offices of their depositors? Their own welfare 
is certainly a strong argument that they should 
doso. We believe Mr. Meath will be glad to 
explain his system in detail to applicants and 
the is making an especially low charge for the 
‘System, at the present time, in order to more 
generally introduce it. 


Did you ever go away on a photographic ex- 
pedition and have occasion to regret your lack 
of facilities for carrying extra plates? Ifso,you 
will appreciate the newest invention in photo- 
graphic specialties, a changing box, by the use 
of which you can load your holders in broad 
daylight and go equipped for two dozen ex- 
posures. Changing boxes are not exactly new, 
and, indeed, I believe there have been several 
placed on the market, but in each instance they 
were adapted only to plate holders so construct- 
ed as to fit one make of camera. This newcon- 
trivance, however, is designed to work with any 
holder, or rather, the holder adapted to any 
camera. It will undoubtedly prove a boon to 
the enthusiastic amateur photographer. 


We call the attention of our readers to an ad- 
vertisement in another column, of the Whitney 
Adjustable Fountain Pen. Mr. Whitney claims 
to have lately made such improvements in this 
pen as to make it absolutely perfect, a thing 
long sought for in this line. The references 
given by him leave no chance for risk on the 
part of any one wishing a good pen. 


Improvements in the matter of letter-press 
copying should appeal to the interest of every 
banker, merchant and professional man. All 
write letters of which copies are kept, and all, 
doubtless, have experienced the annoyance of 
either having copy or letter blurred, by too 
much moisture and too heavy impression, or, to 
escape this, of going to the other extreme, and 
having the copy spoiled by making it too light. 
To strike the happy medium has been a difficult 
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problem. It has now been solved by the ‘‘Air- 
tight” Fountain Bath Co., whose “air-tight” 
fountain bath regulates all these matiers auto- 
matically,obviating both blurred letters and dim 
copies. This improvement on the old style 
letter-press is described more fully in their ad- 
vertisement which appears in this issue. 


In another column Giblan & Co., Utica, N.Y., 
manufacturers of high grade heating apparatus, 
publish an advertisement giving a special offer 
on the first furnace or boiler used. They furnish 
catalogue and booklet showing details of their 
manufactures and methods of doing business 
which form interesting reading to prospective 
buyers of heating apparatus. 

A costly house with elegant plate glass win- 
dows, handsome hardwood interior finish, elab- 
orately furnished, lacks the vital feature that 
makes happiness and comfort when it lacks a 
good heating apparatus. To make a house 
comfortable it must be heated in every nook 
and corner; it must be well ventilated so that 
the heated air is pure; it must be heated evenly 
and continuously. To produce these results 
the apparatus must be perfect; must be perfectly 
understood and require only reasonable care 
and fuel. Thirteen years experience in the 
manufacture of heating apparatus enables Giblan 
& Co. to know just what is wanted and a wide 
sale of their apparatus proves that they have 
secured it. 

Full information, catalogue, prices, etc. will 
be furnished upon application. 


New York city readers will find published 
among the marginal advertisements, the an- 
nouncement of Hugh D. McGrane, 51 William 
Street, New York, of War Revenue stamps for 
sale in any quantity. Mr. McGrane is a dealer 
in Postage Stamps, and Foreign and Mutilated 
money, which are bought and sold in any 
amount. His telephone number is 3642 Cort- 
landt, and the proximity of his office to the Wall 
and William street banks makes ita very con- 
venient place for the purchase of stamps. 





